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EXAMINER'S ANSWER 



This is in response to appellant's brief on appeal filed 3/12/1999. Appellant's brief 
immediately opens with comments on patentability that will be addressed in the appropriate 
section below. 

(2) Real Party in InUrest 

A statement identifying the real party in interest is contained in the brief. 
(2) Related Appeals and Interferences 
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The brief docs not contain a statement identifying the related appeals and interferences 
which win directly affect or be directly affected by or have a bearing on the decision in the 
pending appeal is contained in the brief. Therefore, it is presumed that there are none. The 
Board, however, may exercise its discretion to require an explicit statement as to the existence 
of any related appeals and interferences. 

(3) Status of Claims 

The statement of the stanis of the claims c:ontained in the brief is correct. 

(4) Status of Amendments After Final 

The appellant's statement of the status of amendments after final rejection contained in 
the brief is correct. Appellant's additional comments beyond the mere status of the 
amendments will be addressed in the appropriate section below. 

(5) Summary of Invention 

The summary of invention contained in the brief is correct. 

(6) Issues 

The appeliant*s statement of the issues in the brief is substantially correct The changes 
arc as follows: Issue I - the rejection of claims 6-15 and 21-28 under 35 USC 103(a) as being 
unpatentable over Lindsey et al. '383 in view of Lalonde; 

Issue 2 - the rejection of claims 16 and 18-20 under 35 USC 103(a) as being 
unpatentable over Fujisaki in view of Lindsey et al. *383. 
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Issue 3 - the rejection of claim 17 under 35 USC 103(a) as being unpatentable 
over Fujisaki in view of Lindsey ct al. *383 and Barstow et al. 

Issue 4 - the rejection of claims 16-20 under 35 USC 112, second paragraph. 

(7) Grouping of Claims 

Appellant's brief includes a statement that claims 6-28 do not stand or fall together and 
provides reasons as set forth in 37 CFR 1. 192(c)(7) and (c)(8). 

(8) Claims Appealed 

The copy of the appealed claims 6-20 and 22-28 contained in the Appendix to the brief 
is correct. 

A substantially correct copy of appealed claim 21 appears on page 4 of the Appendix to 
the appellant's brief. The minor error is as follows: On the last line of claim 21 in the 
appendix, it is missing the limitation -to denote the new ownership of said used or collectible 
good for sale- after "sale". 

(9) Prior Art of Record 

The following is a listing of the prior art of record relied upon in the rejection of claims 
under appeal. 

5.285,383 Lindsey etal. 2-1994 

5,283,731 Ulondeetal. 2-1994 

4,789,928 Fujisaki 12-1988 
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5.526,479 BaistowctaJ. 6-1996 

(20) Grounds of Rejection 

The following ground(s) of rejection are applicable to the appealed claims: 

C/a/m Rejections • 35 (JSC § 103 

The following is a quotation of 35 U.S.C. 103(a) which fonns the basis for all 

obviousness rejections set forth in this Office action: 

(a) A patcm may not be obtazned though ihe invcadoa is otx iflcnricaUy disclosed or described as set forth in 
secdoo 102 of this title, if the differences between the subject matter sought to be patented and the prior an 
arc such that (he sutgea matter as a wbok would have been obvious at the time the invention was made to a 
person having ordinaiy skill in de art to which said subject maser pertains. Patentability shall not be 
negatived by die manner in which the inveatioD was made. 

Claims 6-15 and 21-28 arc rejected under 35 U.S.C. 103(a) as being unpatentable over 
Lindsey et al. *383 in view of Lalondc et aJ. 

Lindsey et al. teach a trading system that creates a computerized market for 
commodities. In the system of Lindsey, a unique electronic title for an item is created and 
information on that item is posted on a central computer. Buyer terminals are used to access 
the information at the central computer and purchase selected items. Lindsey teaches the use 
of electronic funds transfer in processing purchases. Lindsey further teaches transferring title 
of the item from the seller to the purchaser, keeping a record of the transaction and that the 
item can be traded multiple times inside the trading system. Lindsey also teaches printing of 
title data. See the abstract, figs. l-3g, col. 1 lines 10-13, the summary of the invention, col. 3 
lines 40-44. col. 6 lines 47-68. col. 22 line 22 to col. 24 line 32, col. 27 lines 35-42 of 
Lindsey. 
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While the preferred embodiment of Llndsey is directed to cotton bales, Lindsey does 
teach other commodities or goods can be sold with this system. Although Lindsey does not 
q)eciricaily teach that the other goods arc necessarily "used or collectable" goods, Lalonde.et 
al. teach a computer-based system for posting goods for sale for electronic review by buyers 
where the system can be applied to "any field in which conventional classified ads are usefuP. 
which inherently includes used and collectable goods. . As the system of Lindsey provides 
security against fraud in the marketing of goods and as the goods posted within the system of 
Lalonde would have obviously benefited itom the same protection, it would have been obvious 
to those of ordinary skill in the an to modify the teachings of Lindsey to include used and 
collectable goods. Lalonde also teach searching the posted goods to match buyers with sellers, 
which provides the obvious advantage of efficiency. As a result, it would have been obvious to 
those of ordinary skill In the art to modify the teachings of Lindsey to include matching as 
taught by Lalonde. See the abstract and co|. 3 lines 40-51 of Lalonde 

With re^>ect to appellant's arguments regarding the prior rejection, as far as these 
arguments relate to the current grounds of rejection, the recitation of collectible and used 
goods has been considered as part of die claims as a whole and has been found to be obvious 
as indicated above. With respect to the secondary considerations asserted, they are not 
provided in the form of an affidavit and are not supported by facts or corroborated. Thus, 
they are not considered persuasive in overcoming this grounds of rejection. 
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Concerning clams 8-10, the use of well known options and asset pools would have been 
obvious to those of ordinary skill in the art. With regard to claim 1 IJt would have been 
obvious to expand the market by associating the activity with another network as more 
consumers can be targeted. As for claim 12» the use of commission for selling an item is well 
known. Concerning claim 15, analyzing the price of a good over time is well known at least 
for determining what is considered fair asking or purchases prices. With respect to die 
provision of digital images of die goods for sale, the capture and presentation thereof is well 
known in the art and would have been obvious to those of ordinary skill in die art for die 
recognized advantage of allowing the buyer to view the item prior to purchase. Widi respect 
to claims 26-28, as mcndoned above, Lindscy provides a unique code and prints tide data. 
Further, die use of bar codes is well known and would have been obvious to those of ordinary 
skill in the an. 

Claims 16 and 18-20 are rejected under 35 U.S.C. 103(a) as being unpatentable over 
Fujisaki in view of Lindsey ct al. '383. 

Fujisaki teach a system for electronically auctioning used goods such as cars using a 
host computer and a plurality of user terminals including posting an item to be aucdoned by 
reading a computer record in a host computer of die item, posting bids throughout die system, 
receiving bid responses from user terminals, posting revised bids and repealing die process 
until die bidding is closed. See die abstract, fig. 1. die summary of die invention, col. 5 lines 
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15-54, col. 7 lines 16-34, col. 9 line 27 to col. 10 line 41 and col. 14 lines 43-60. While 
Fujisaki docs not specifically teach that the bidding is closed when no higher bids are found, 
such is a well known manner of conducting an auction and would have been an obvious 
substitution of equivalents to replace the operations in Fujisaki with an auction that closes 
when no higher bids are found. 

While Fujisaki does not also ^>ecifically teach the transfer of ownership, this is taught 
by Lindsey. Note the teachings of Lindsey discussed above including the transfer of 
ownership through the use of electronic tides. As Lindsey provides the advantage of 
decreasing fraud and alleviates prc^Iems with lost paper titles and as Fujisaki is concerned 
with auctioning titled goods, i.e. cars, it would have been obvious to those of ordinary skill in 
the an to modify the teachings of Fujisaki to include the electronic title handling of Lindsey 
for the fraud protection and convenience advantages of Undscy. With respect to the use of a 
reserve in the auction, such reserves are wpll known. Concerning the use of the internet or a 
broadband network, the selection of a particular known network architecture is not seen to 
provide a patentable distinction. 

Claim 17 is rejected under 35 U.S.C. 103(a) as being unpatentable over Fujisaki in 
view of Lindsey et al. *383 as applied to claims 16 and 18-20 above, and further in view of 
Barstow et al. 
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Fujisaki and Lindsey fail to specifically teach the transfer of audio pointen to produce 
sound locally from an index of audio sound samples. However, this is taught by Barstow et 
al. wherein computer coded descriptions of an event including audio codes are transmitted to 
remote terminals to reproduce the event The codes arc used to access tables including a sound 
table that have entries enabling the generation of soundls. Barstow specifically suggests that 
the event can be an auction and teaches the advantage of using less bandwidth to broadcast the 
event. See the abstract, col. 2 lines. 54-59, col. 3 lines 42-68, col. 12 lines 21-54 and col. 15 
line 51 to col. 16 line 17 of Barstow. Thus, it would have been obvious to those of ordinary 
skill in the art to modify the teachings of Fujisaki and Lindsey to include the code tr^smission 
and tables used in Barstow for the advantage of using less bandwidth. 

Claim Rejections - 35 USC § 112 
The following is a quotation of the second paragraph of 35 U.S.C. 1 12: 

Tbc specification shall coacludc with one or more claims particularly poindng oux and 
disdncdy claiming tbt sidgect matter wtiicfa ttte applicant regards as his invcrnxoo. 

Claims 16-20 are rejected under 35. U.S.C. 1 12, second paragraph, as being indefinite 
for failing to particulariy point out and distinctly claim the subject matter which applicant 
regards as the invention. 

Claim 16 is not clear in that it attributes certain functions to software alone, i.e. "said 
caller program processing an opening bid...". Appellant argues that server computer 
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executing a caJler program" is already recited in line 2. This does not alter the fact that the 
program alone is recited in the body of the claim as performing certain functions and is thus 
not directly lied to the server alone. Further, the entire phrase beginning on line 2 reads "a 
server computer executing a caller program to generate auction calls over a data network to a 
plurality of user terminals". The recited functions in the body of the claim attributed to the 
caller program, however, are more extensive than merely generating auction calls and as a 
result the link to the server mentioned on line 2 is not clear. 

(12) Response to Argument 

In general, appellant's arguments fail to consider both the explicit teachings of the 
references and what the fair teachings thereof would have suggested to those of ordinary skill 
in the art. Further, appellant's declarations concerning secondary considerations fail to meet 
the basic requirements of the controlling law. 

(a) ''Commercial Success" 

Appellant asserts that objective evidence of nonK)bviousness has been submitted. The 
declaration filed 9/15/98 and the supplemental declaration filed 3/12/99 have not been found to 
be persuasive. 

With regard to commercial success, appellant contends that other systems "employing 
features" of the claimed invention are enjoying widespread and massive commercial success. 
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Paragraph 18 of the declaration filed 9/15/98 referenced in appellant's arguments mentions the 
success of c-Bay's online auction system. However, no attempt is made to show a nexus 
between the system of e-Bay and any of the claims, or to show that the success of e-Bay is due 
to the merits of the claimed invention. Although both the claimed invention and e-Bay are 
gener^ly directed to electronic markets in tised goods, this is not all that the instant claims 
require nor is this the full extent of e-Bay.. With respect to the supplemental declaration, the 
. referenced portion, paragraph 4, asserts that the Internet contains at least 150 systems for 
creating an electronic market for used and collectable goods. This paragraph also mentions e- 
Bay again as well as the OnSale web site. Again, no nexus has been established between these 
various systems and the claims at hand. While appellant also asserts that "re-posting of the 
good" will ensure further success of this electronic market, it is not seen where the exhibit C 
attached to the supplemental declaration demonstrates this as asserted or how it proves current 
commercial success. Exhibit C is entitled "Confessions of an on-line auction addict" and 
describes personal experiences with on-line auctions and trends in the industry. It does not 
describe sufficient details of the auction systems to equate to the claimed invention nor 
mention "re-posting of the good". As a result no nexus is found between the supplied 
evidence and the claimed invention. 

Appellant bears the burden of establishing nexus between the claimed invention and the 
evidence of commercial success. See In re Huang, 40 USPQ2d 1685, 1689 (Fed. Cir. 1996) 
and MPEP 716.03. Further, the evidence of commercial success must be commensurate in 
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scope with the claims. See In re Tiffin, 171 USPQ 294 (CCPA 1971) and MPEP 716.03(a). 
Also, an affidavit or declaration attributing commercial success to a product or process 
"constructed according to the disclosure and claims of the application* or other equivalent 
language does not establish a nexus between the claimed invention and the commercial success 
because diere is no evidence thai those products or processes correspond to the claimed 
invention or that any commercial success is attributable to the product or process defmed by 
the claims and not due to unclaimed features. MPEP 716.03(a). Moreover, commercial 
success must be derived from the claimed invention and not from business practices such as 
advertising or other business events extrantous to the merits of the claimed invention. See 
MPEP 716.03(b). 

Both declarations clearly fail to demonstrate a nexus between ihe claimed invention and 
die asserted evidence. No attempt was made to show commercial success commensurate in 
scope with the claims. For example, no showing is made indicating how the existing systems 
map to the claimed "market maker computer* or how these existing systems provide 
"processing an order to buy said good from said participant terminal by transferring ownership 
of said good from a first owner to a second owner and changing said data record to reflect a 
new offer price from said second owner; and posting said good on said market maker 
computer at said second owner offer price" as recited in claim 6 for example. No showing is 
found that any commercial success is not from business practices such as advertising or 
business events extraneous to die merits of the claimed invention. 
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Although auction systems necessarily have some features in common just to function as 
auctions, this does not mean that all the features of the claimed invention arc found in the 
commercial auction systems and that any comincrcial success in the entire industry is due to 
the claimed limitations. By analogy this is similar to asserting that the commercial success of 
a particular automobile such as the Toyota Camry is because it merely has 4 wheels and a 
motor like a specific, disclosed but unproduced car. These cars necessarily have features in 
common to even be considered "cars'*, yet the commercial success of a particular car relies on 
much more than these features alone. While the examiner did indicate the existence of 
similarities, the level of similarity shown by the submitted evidence is a similarity that is 
merely die result of general purpose, i.e. on-line auctions, not that the any existing system has 
been shown to embody the claimed invention. Again, appellant has provided no nexus 
showing that any commercial success of exbting auction systems is because of his claimed 
features. Further, appellant has not shown that the success of these systems is not due to 
business practices unrelated to the merits of the claimed invention or unclaimed feanires. 

Appellant cites case law indicating that commercial success of "infringers" as well as 
sales by a patentee can be persuasive, but no attempt is made to show how systems such as e- 
Bay or any of the other 150+ auction systems actually infringe the claims. Such infringement 
cannot be assumed to exist. While licensing of the claimed invention can be persuasive in 
establishing commercial success, the license provided as exhibit E to the supplemental 
declaration licenses the instant claimed invention under ''associated patents pending** and 
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specifically licenses an issued patent. Thus, it is not clear that any **comn>ercial success" 
attributable to the license is due to the merits of this particular claimed invention. 

(b) "Ung'FeU Need' 

With respect to the attempt at a showing of long-felt need, appellant asserts that it was 
the examiner's personal belief that such a need did not exist that led to the finding that long- 
felt need was not persuasively shown by the declarations. This is not the case. 

Establishing long-felt need requires objective evidence that an art recognized problem 
existed in the art for a long period of time without solution. The need must have been a 
persistent one that was recognized by those of ordinary skill in the art. Sec In re Gtnhon, 152 
USPQ 602, 605 (CCPA 1967) and MPEP 716.04. Further, the long-felt need must not have 
been satisfied by another before the invention by appellant and the invention must in fzci 
satisfy the long-felt need. MPEP 716.04. 

As appellant admits in the brief on page 21 lines 3-4, none of the evidence expressly 
Slated that there was a need for die claimed invention. The term ** fragmented, un-harmonizcd 
used and collectible goods marketplace"* is appellant's, not a recognition advanced by those in 
the art for a long period of time. Long-felt need is anaJyzed as of the date the problem is 
identified and articulated and there is evidence of efforts to solve that problem. See MPEP 
716.04. Widiout articulation of the problem, it is not seen how long-felt need can be found. 
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As stated in the advisory action mailed 11/2/98, the Christie's documents relied on 
actually assert Christie's expertise and reputation in the industry and tout Christie's 
international network or salesrooms and representative offices. No evidence is found to 
indicate that an an recognized problem exists in buying or selling used or collectible goods. 
See exhibit A attached to the fu^t declaration. Exhibits B and C to this first declaration 
indicate a flourishing industry, not problems. 

With regard to the supplemental declaration, appellant argues that long-felt need is 
evidenced by the fact that over 1500 dealers signed up for Sotheby's electronic market. 
Again, no art recognized problem is articulated by this document, it merely comments on the 
launch of Sotheby's on-line auction without indicating that this is a solution to a long-felt need. 
Further, there is no showing that any success of Sotheby's in this regard is due to the merits of 
the claimed invention in solving any problem that might exist. Sotheby's success can be 
readily attributed to Sotheby's rq>uution and skill in handling conventional auctions and their 
existing connections with professionals in this industry, factors that have no bearing on 
whether the system of Sotheby*s solves some unmentioned long-felt need. As sutcd above, 
part of proving long-felt need is that "the invention" must in fact satisfy the need. As 
Sotheby's has not been shown to incorporate the claimed invention and as no evidence has 
been provided that the art recognized a persistent problem over a long period of time, it cannot 
be said that the success of Sodieby's is germane to the instant application. 
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Finally, other factors contribute to the determination of long-felt need. The failure to 
solve a problem that results in any long-felt need maybe be due to fiactors such as lack of 
interest or lack of appreciation of an invention's potential or marketability rather than a want 
of technical know-how. See Scully Signal Co. v. Electronics Corp. of America, 196 USPQ 
657 (1st. Cir. 1977) and MPEP 716.04. Appellant has not addressed this issue at all. Thus, 
since the evidence itself does not show an articulated long-felt need, or show that the claimed 
invention itself actually solves any long-felt need, or show any failure to solve a long-felt need 
was due to a want of technicaJ know-how, the declarations cannot be considered persuasive 
and appellant's speculation on the examiner's beliefs is immaterial. 

(c) The applied prior art 

With respect to the applied prior art, appellant initially asserts that claim 6 is distinct 
from Lindsey because of features of the market maker computer described in the instant 
specification, such as shipping goods to participant-designated locations, posting a reserve 
price and posting buy at and sell at quantities. See the first paragraph of page 22 of the Brief. 
However, reading a claim in light of the specification to thereby interpret limitations explicitly 
recited in the claims is quite a different thing from reading limitations of the specification into 
a claim to thereby narrow the scope of the claim by implicitly adding disclosed limitations 
which have no express basis in the claim. Sec MPEP 2111, citing Jn re Prater, 162 USPQ 
541 (CCPA 1969). In claim 6, no limitations explicitly require shipping goods or posting a 
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reserve price or buy at and sell at quantities and thus, they arc not required to be taught by the 
applied prior art when rejecting claim 6. 

Appellant next asserts that there is no disclosure of buying and selling items on the 
computer system of Lindsey. This assertion fails to appreciate the explicit teachings of 
Lindsey. Multiple times throughout the patent of Lindsey, the disclosed system is described as 
a ""trading system** {see the abstract for example). The mainframe computer 10 of Lindsey is 
specifically connected to "buyer terminals 18" and is programmed to carry out '"trading 
transactions as well as the electronic title Cechnique of the invention" (col. 3 lines 50-53 and 
59-62). Lindsey specifically mentions that further details of the centralized trading system are 
disclosed in the appendix (col. 5 lines 43-47) and suggests that electronic fiinds transfer can be 
implemented in the trading system (col. 6 lines 65-68). At figure 3D and col. 22 lines 22+. 
Lindsey describes "the programmed operations of the mainframe computer 10 in carrying out 
thesaU of a cotton bale" and that the buyer's terminal receives information that is "indicative 
of a desire to look at baUs available for sale"* and that "a menu appears on the buyer's 
terminal screen indicating information to input to complete a transaction for purchasing one or 
more bales of cotton*. The referenced appcndU of Lindsey clearly describes a computer- 
based electronic market where buyers scan the system for lots offered by producers and make 
bids, counter offers or buy at a firm asking price via the system (col. 28 lines 48-51 for 
example). The appendix clearly indicates that electronic title processing is an enhancement 
added on to the Telcot UTiding system described therein (col. 38 lines 5-20). 
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Appellant attempts to paint Lindscy as merely an electronic title system » but this is 
clearly not so as Lindsey specifically teaches carrying out trading transactions as well as 
electronic title techniques as mentioned abpve. Moreover, attention is drawn to the extent that 
buying and selling is explicitly recited in claim 6. Gaim 6 recites diat an order to buy goods 
is processed "by transferring ownership of said good from a fu^t owner to a second owner and 
changing said data record to reflect a new offer price from said second owner". Thai Lindscy 
transfers ownership to a second owner is clear, as the record is updated to show **the buyer 
number, a transferral or ownership and the date and time'*. Sec col. 22 lines 47-49 and col. 
22 line 54 to col. 23 line 45 for example. That a new offer price is establbhed is clear from 
the fact that Lindsey specifically teaches that the commodity **can also be traded multiple times 
inside or outside the centralized trading system 8" (col. 23 lines 46-47). Common knowledge 
of trading dictates that a new offer price be established by the second owner and that the new 
price be recorded so as to be available to the trading system of Lindsey. 

Appellant argues that the owner and the purchaser in Lindsey do not log onto the 
system of Lindsey until after they have agreed to the terms of the sale, citing col. 23 lines 52- 
54 of Lindsey, and argues that the processing in Lindsey is merely a confutation of a 
previous negotiation. However, no mention of "logging on until after terms arc agreed upon" 
is found as assened by appellant in this portion of Lindsey. Both the owner and the purchaser 
have terminals 18. The relevant portion of this citation states "They agree on the terms of the 
sale, and the owner enters "/BBB" on terminal 18V This does not require that agreement be 
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reached outside the system, and further "/BBB" is not a fog-on command, it puIJs up a menu 
of bales. Appellant's assenion thai Lindsey merely provides confirmation ignores Lindscy's 
teaching of a trading system found throughout the patent and it's appendix including bidding 
and counter offers as mentioned above and takes the cited portions of col. 23 out of context. 
As mentioned above, Lindsey leaches that the commodity can be traded "inside or outside" the 
system. Appellant appears to have ignored the teaching of trading "inside" the system. 

With respect to Lalonde, appelJanl argues that it merely provides "an invitation to deal" 
as die electronic classified ads of Lalonde do not equate to buying or selling. However. 
Lalonde was applied under 35 USC 103 and is not relied on to show buying or selling nor 
should it be required to reteach that which is taught by Lindsey. Lalonde specifically teaches 
that his system is for sellers selling property including automobiles and "can be applied to any 
field in which conventional classified ads are useful". See col. 3 lines 41-51 of Lalonde. 
Thus, Lalonde was relied on to show sellers posting used or collectible goods as these are 
things commonly found in classified ads, e.g. used or collectible cars, furniture, musical 
instruments. Moreover, Lindsey specifically suggests that the invention "can be utilized in 
other environmtnts, and arc not thereby limited to commodities or the equipment shown" and 
that the invention "is applicable to other commodities such as grain, lumber, etc.". See col. 3 
lines 40-44 of Lindsey. 

Appellant argues the fact that the claims are drawn to used or collectible goods 
provides a patentable distinction. However, as indicated above, Lindsey specifically suggests 
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use in other environments not merely commodities. Further. Lalonde clearly teaches an 
electronic system for sellers of used or colUcdbU goods to post these goods to potential 
. buyers. It would have been obvious to those of ordinary skill in the art to modify the system 
of Lindsey to trade used or collectible goods based on Lindsey's explicit teaching of uses in 
other environments and of the known desire of sellers of used or collectible goods to 
electronically post their goods to buyers as evidenced by Lalonde. The readily recognized 
advantage would have been to allow such known sellers of electronically posted goods to 
conveniently and securely complete the transaction as provided by the system of Lindsey. This 
combination clearly provides a market in used or collectible goods. 

Appellant again points to the specification and certain features shown therein such as 
allowing speculation on collectible goods at the top of page 23 of the brief, but these features 
will not be read into the claims as indicated above since they are not explicitly required by the 
claims. Appellant also attempts to limit Lindsey to commodities, but this ignores the specific 
leaching of Lindsey of use in other environments. 

With regard to the recitation of a new offer price, appellant argues that Lindsey does 
not contemplate offering goods on his system at any price. This gives little credit to both the 
explicit teachings of Lindsey and what the fair teachings of Lindsey represent to those of 
ordinary skill in the art. That the system of Lindsey is for selling has been clearly established 
above. Lindsey specifically processes sales transactions in addition to the title transfer 
appellant has myopically focussed on. At col. 30, line 66 to col. 31 line 17, Lindsey teaches 
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that "the producer can display all of his lots of cotton. ..and quoted market value^. Among 
other options, a firm offer option is included that lists the seller's price. See col. 32 lines 7-1 1 
and thc/Tigure 1' at the bottom of this column showing the "firm offer" screen. This price 
must inherendy be recorded in association .with particular bales in order to be displayed as 
shown. 

In light of Lindscy's explicit teaching at col. 23 lines 46-47 that the commodity can be 
traded multiple times inside the centralized trading system, common sense dictates that the new 
owner set the new price as it is now his commodity that is being offered for sale. If the term 
"new offer price" of claim 6 is seen to require that the new price be different than the original 
price, common business sense would have indicated that buying and reselling would have 
typically been done in order to make a profit, necessitating a price change. While appellant 
argues that there is no evidence in the references that this is the case, **In considering 
disclosure of reference patent, it is pertinent to point out not only specific teachings of patent 
but also the reasonable inferences which one skilled in the art would logically draw 
therefrom." In re Shepard, 138 USPQ 145 (CCPA 1963). Also, references cannot be 
approached on the basis that those in the art would know only what they could read in 
references; those skilled in the art must be presumed to know something apart from what 
references disclose" In reJacoby, 135 USPQ 317 (CCPA 1962). In this case, the examiner's 
conclusion of changing price after ownership is seen to fall well within the level of ordinary 
skill in die art. 
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With regard to the motivation to combine the references provided by the examiner, e.g. 
security, appellant attacks this mouvation based on his flawed concept that Lindsey does not 
market good$ at all. As clearly described above, Lindsey teaches trading, thus the buying and 
selling of goods is provided for. With respect to appellant's comments on Lalonde not 
involving titles at all, appellant ignores the paper titles required for used cars for example as 
would have been found in Lalonde, and ignores the security benefits of establishing electronic 
records of ownership for many of the other items that would have been found in the system of 
Lalonde such as musical instruments. The combination of Lindsey and Lalonde also allows the 
completion of a transaction for used or collectible goods in addition to the posting taught by 
Lalonde. These benefits would have been appreciated by those of ordinary skill in the art and 
clearly would have included gaining clear records of ownership and transaction details. 

With respect to the motivation involving the obvious efficiency of searching for goods, 
appellant argues that there is no teaching in Lindsey that searching is needed. However, as a 
matter of law, Lindsey is not required to suggest all obvious modifications to his system. The 
PTO can satisfy the burden under section 103 to establish a prima facie case of obviousness 
"by showing some objective teaching in the prior art or that knowledge generally available to 
one of ordinary skill in the art would lead that individual to combine the relevant teachings of 
the references". In re Fine, (CA FQ 5 USPQ2d 1596 (1/26/1988). Here, it would have 
been known to those of ordinary skill in the art that providing search capabilities as in Lalonde 
would have allowed a buyer to fmd the desired product faster than scrolling through alt 
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products available for sale. Even in a single commodity market like cotton, since cotton at 
least comes in different qualities as taught |>y Lindsey, it would have been obviously more 
efficient for a buyer to review for pun:hase only those bales meeting his quality requirements. 
Thus, it would have been obvious to modify the teachings of Lindsey to include the search of 
Lalonde for the purpose of efficiency. As no teachings found exclusively in appellant's 
specification were utilized in making the combination of references, it cannot be said that 
impermissible hindsight has been used. 

Concerning claim 7. appellant argues that neither Lindsey nor Lalonde teach creating 
accounts or debiting accounts. However, Lindsey clearly suggests the use of electronic funds 
transfer (col. 6 lines 65—68). Those of ordinary skill in the art would have readily appreciated 
that elecu-onic funds transfer in a trading system requires both the buyers and sellers have 
accounts and that the buyer's account be debited for the purchase made. 

With regard to claim 8, appellant asserts that the limitations thereof are not suggested 
by the applied prior art. However, in the office action, the examiner effectively took Official 
Notice that creating and selling options is well known. Options are old in conimodity markets. 
Appellant has merely challenged this now by stating that this is not in the art of record. 
Challenging the existence of well known prior art by arguing that the fact is not supported by a 
reference, without also stating that the examiner is wrong in the fact noticed or that appellant 
is without knowledge of the noticed fact does not constitute a proper traverse. Since creating 
and selling options is kiK)wn, it would have been obvious to those of ordinary skill in the art to 
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modify the teachings of Lindsey and LaJonde to include such options for the benefit of 
expanding the trading transacted by the system to include options as in commodity markets. 

Similarly, concerning. claims 9 and 10, again, the examiner effectively took Official 
Notice that pooling assets and selling shares is well known in the art as is creating and selling 
options. Appellant merely responds by asserting that this is not found in the applied 
references. This is not a proper traverse of thb grounds. 

With respect to claim 11, appellant argues that there is no market at all in Lindsey, but 
this ignores the teachings of UTtding in Lindsey as discussed extensively above. The recitation 
of a second market merely duplicates the system of Lindsey and thus is not seen to provide a 
patentable distinction as it has been held that to duplicate parts for multiple effects would have 
been obvious. See St. Regis Paper Co, v, Bemis Co,, 193 USPQ 8, 1 1 (7th Cir. 1977); In re 
Harm, 124 USPQ 378, 380 (CCPA 1960). The transfer of data between markets would have 
been obvious as mentioned in the OfiBce action in order to reach a wider audience for the posted 
good for sale. 

Concerning claim 12. appellant argues that Lindsey and Lalonde arc silent on commissions 
for the sale of goods. However, as above, the examiner effectively took OflBdal Notice that 
commission for the selling of an item is well known. Appellant has not stated that the examiner is 
wrong in this assertion nor has appellant stated that he is without this knowledge. As it has been 
held that automation of what was done by hand is obvious, In re Venner, 120 USPQ 192, 194 
(CCPA 1958), and as Lindsey already suggests the use of electronic funds transfer, the 
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automatic paying of commission would have been obvious to those of ordinary skiJl in the art 
for the obvious benefit of conveniently paying the typical commission. 

With respect to claims 16-20 and the rejections relying on Fujisaki, Undsey and 
Barstow, appellant again goes to the specification on page 29 of the brief for details that are 
not explicitly required by the claim language. As indicated above with respect to claim 6, the 
details of the specification caimot be read into the claims. 

Concerning the actual recitations of claim 16, appellant argues that Fujisaki does not 
teach means for clearing a purchase reques't. However, al! the dependent claims of claim 16 
refer to **the method of claim 16" and the body of claim 16 recites a scries of steps. If claim 
16 is intended to be a method claim, this is relevant to the recited "means for clearing" as the 
steps recited in the body do not make use of this means and thus it is superfluous to the recited 
method. Patentable weight cannot be given to structure in a method claim where the strucnire 
is not used by the method. 

Even considering the recited "means for clearing a purchase request", appellant's 
arguments fail to consider the teachings of the applied references in combination. 
*Non-obviousness cannot be established by attacking references individually where the 
rejection is based upon the teachings of a combination of references". In re Merck <fe Co,, 
Inc., 231 USPQ 375 (CA FC 1986). In this rejecdon Fujisaki is not relied on alone as it is 
combined with Lindsey. As detailed above widi regard to claim 6, Lindsey clearly involves 
processing transactions from buyer's terminals including suggestions of electronic funds 
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transfers and records changes of ownership which effectively clear the purchase request. 
Further, as seen at the bottom of page 29 of the brief, appellant agrees that Lindsey transfers 
ownership after payment has been received. Considering the electronic fiinds transfer and 
transfer of ownership of Lindsey. it is not seen what further detail exists in the claim language 
itself regarding the means for clearing a purchase request. 

With respect to bidding, appellant argues that neither reference teaches receiving a bid 
response from the user terminals and posting a revised bid to the plurality of user terminals 
using a server. As far as this is cleariy recited in the claims, appellant has made the mistake of 
requiring that the claimed server be the host computer 10 of Fujisaki. As clearly seen from 
appellant's own citations of Fujisaki in col, 10, front computers 20, 30 and 40 of Fujisaki 
receive and post bids. No requirement is found in the claims that requires the recited server to 
be read solely on host computer 10 of FujisaJci. 

Concerning the combination of Fujisaki and Lindsey, appellant asserts that this is 
improper because they arc "disparate and the motivation to combine these references is 
lacking*. As mentioned above. Lindsey specifically teaches use in other environments aside 
from commodities. Appellant*s characterization of Lindsey as directed to cotton bales merely 
considers the disclosed embodiment and not the fair teachings of the reference, including the 
specific suggestion of other environments.^ As also mentioned above, Lindsey includes 
bidding as described in the appendix. Thus, it is not seen how the references are so 
"disparate" as to be uncombinablc. 
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In challenging the asserted motivation, appellant argues thai Fujisaki does not discuss 
the exchange of cars and tides and is silent on fraud protection. However, this attempts to 
switch the question of obviousness to what would have been obvious to FujisaJd, not what 
would have been obvious to those of ordinary skill in the an. As mentioned above with 
respect to Lindscy, Fujisaki is not required to suggest all possible obvious modifications to his 
system. As the system of Fujisaki is auctifaning cars, the end result for the parties involved 
must eventually be the transfer of titles and ownership. As Lindsey teaches a system to do this 
that provides fraud protection and convenience, e.g. the system transfers electronic records of 
ownership, motivation is clearly provided for those of ordinary skill in the art to make the 
modification to Fujisaki. Although appellant criticizes the use of "convenience" as a 
motivation, merely a brief review of the system of Lindsey indicates that such a system if 
employed in Fujisaki would alleviate the eventual manual transfer of car ownership by the 
electronic tide system taught in Lindsey and provide electronic completion of die transaction, 
in other words, convenience. 

Appellant also asserts that the references are non-analogous an as they are not bodi 
electronic trading. Appellant again treats Lindscy as if there was no trading, but this goes 
against the explicit teachings dierein as detailed above. Appellant also treats Fujisaki as if 
diere would never be a transfer of ownership as a result of the electronic auction, which avoids 
the inherent purpose of having an auction in the first place. Fmally, appellant's argument diat 
Fujisaki and Lindscy could not be combined because it results in an illegal system involving 
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forgery of automobile titles is not cogent. •This argument limits the teachings of Fujisaki 
merely to it*s preferred embodiment and focuses on the legal details surrounding this one 
embodiment, not the desirability of the combination. This .is analogous to saying that a 
combination of references cannot be made t>ecause it would have been too costly. However, 
as seen in Orthopedic Equipment Company, Jnc, et aL v. United States (CA FC) 217 USPQ 
193 (3/11/1983) ''Fact that two disclosed apparatuses would not be combined by businessmen 
for economic reasons is not same as saying that it^uld not be done because skilled persons in 
art felt that there was some technological incompatibility that prevented their combination; 
only latter fact is telling on nonobviousness issue" (emphasis added). No technological 
incompatibility is found here and motivation has been established as discussed above. 

Moreover, Fujisaki clearly states that **the auction information transmission processing 
system is not limited to used cars but can be applied to the auctioning of various articles". See 
col. 14 lines 43-46. As the benefits of electronic trading and titles have been established in 
Lindsey for commodities and other environments (abstract, col. 3 lines 7-13), it would have 
been obvious to those of ordinary skill in the art that the **various anicles" auaioned as 
suggested by Fujisaki would have benefited therefrom as well. 

With respect to claim 21 as rejected in view of Lindsey and Lalonde,. appellant again 
mischaracterizes Lindsey. As set forth in detail above, Lindsey is not solely directed to an 
electronic title system after a deal is struck, nor is Lindsey limited to just cotton bales. 
Undsey provides for trading in commodities and other environments and this cannot be 
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ignored. Appellant then goes back to the instant specification to pull out details of speculation 
in used and collectible goods. However, as indicated above with respect to claim 6, these 
details in the ^>ccification cannot be imported into the claims. With re^>ect to the claimed 
used or collectible goods, as indicated above, this is obvious in light of the combination of 
Lindsey and Lalonde. 

Appellant then asserts that Lindsey does not teach a plurality of participant computers 
for displaying a portion of the data record of the good for sale and goes on to say that Lindsey 
only teaches a single terminal showing a single record after a deal is struck. This argument 
disregards the clear teachings in Lindsey of plural buyer terminals 18 (col. 3 line 52-53) and 
the trading information displayed on such terminals as described and shown for example in the 
appendix at col. 30 line 63 to col. 31 lines 5, "fig. 1" at the bottom of cols. 31-32. "fig. 2* in 
the middle of cols. 33-34 and "fig. 3" at the top of cols. 35-36 in the appendix of Lindsey. 
Appellant's assertion that it is not contemplated in Lindsey that more than one buyer see the 
data record is not cogent as it ignores the review, bidding and trading that is clearly pan of 
Lindsey. Clearly, multiple buyers will want to review the record to examine the bale's quality 
and asking price prior to purchase. Is appellant suggesting that the buyer in Lindsey get a 
blank screen in rc^nse to his desire to look at bales available for sale as q>ecifically taught in 
col. 22 lines 25+? 

With re^)ect to the recitation of processing payment instructions, this has been dealt 
with above, noting Lindsey 's specific suggestion of electronic fiinds transfer and the teachings 
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of Lindsey regarding transfer of ownership. Concerning the motivation to combine Lindsey 
and LaJonde, this has also been addressed above including indications of how the combinadon 
would have benefited Lalonde regarding the completion of a transaction and. how the inclusion 
of searching would have benefited Undsey. 

Concerning claims 22 and 23 regarding the use of a digital image capture device, 
appellant asserts that there would be no. benefit to Lindsey. Apparently to appellant, cotton is 
cotton, but this ignores factors such as quality that are important to buyers and recognized by 
those in the an. Moreover, this ignores Lindsey's suggestion of other environments outside of 
commodities as repeatedly mentioned. As combined with Lalonde. in selling other goods such 
as cars, furniture or musical instruments typically found in Lalonde, pictures are "worth a 
thousand words" as the old well known saying goes. Thus, considering the readily apparent 
benefits of images in sales and at least Lindsey's teachings of other environments, it would 
have been obvious to those of ordinary skill in the art to employ known digital image capture 
devices: Appellant's comments on the telephonic nature and lack of visuals in Lalonde 
mistakenly requires the combination of the teachings of Lalonde and Lindsey to necessarily 
import all the structure of Lalonde into Lindsey. This is clearly not required under 35 USC 
103. 

With regard to claims 24 and 25 and a new sale price after the transfer of ownership, 
payment processing and offering the good at the new price, these limitations have been ftilly 
dealt with above, noting Lindsey's specific leaching of trading multiple times and the 
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necessary and common sense result of this teaching. Regarding the existence of a binding 
offer to sell, this is specificaJly provided in Lindsey. Appellant acknowledged this much as 
noted by the interview summary form, paper no, 11 of 9/10/97. Lindsey docs not merely 
confirm transfer of title as mistakenly asserted by appellant, note the trading specifically 
disclosed in Lindsey as extensively discussed above. 

(d) The 35 (JSC 222, second pamgmph rejection 

With respect to this issue, appellant asserts that claim 16 recites ^'a server computer 
executing a caller program". This recitation only appears in the preamble. The body of the 
claim includes recitations of **posting an opening bid... by said caller program processing an 
opening bid" and ^'receiving a bid... by said caller program processing a bid". Thus, the body 
of the claim directly and specifically attributes functions such as receiving, (>o5ting and 
processing to the caller program itself that simply cannof be performed as recited. A program 
itself has no means for processing, let alone means to receive or post as it is merely a series of 
code or instructions. The body of the claim docs not attribute these functions to the server 
computer. As a result, since claim 16 recites functions that carmot be performed as recited, it 
cannot be said to particularly point out and distinctly claim the invention. While appellant 
argues that he has attempted to correct this issue after final but amendments were denied entry, 
appellant forgets that these after final amendments made additional changes to the claims 
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including claim 16 that went beyond merely addressing this issue and required further 
consideration and/or search. 

(22) Conclusion 

As discussed above, appellant's arguments ignore the explicit teachings of the 
references and fail to consider what these teachings would have suggested to those of ordinary 
skill in the art. Further, the submitted declarations fail to meet the established criteria for 
commercial success and long-felt need. Finally, appellant's arguments concerning the 35 USC 
112, second paragraph issue ignore the fact that the body of the claim explicitly recites steps 
that cannot be performed as recited. 

For the above reasons, it is believed that the rejections should be sustained. 



Respectfully submitted. 
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1. 



The following is a quotation of the second paragraph of 35 U.S.C. 1 12: 



The specification shall conclude with one or more claims particularly pointing out and 
distinctly claiming the subject matter which the applicant regards as his invention. 



2. Claim 35 recites the limitation "the database-to-presentation formatting program". There 
is insufficient antecedent basis for this limitation in the claim. 

3. The following is a quotation of 35 U.S.C. 103(a) which forms the basis for all obviousness 
rejections set forth in this Office action: 

(a) A patent may not be obtained though the invention is not identically disclosed or described as set forth in 
section 102 of this title, if the differences between the subject maner sought to be patented and the prior an are 
such that the subject matter as a whole would have been obvious at the time the invention was made to a person 
having ordinary skill in the art to which said subject matter pertains. Patentability shall not be negatived by the 
manner in which the invention was made. 

4. Claims 1 1,13, 16,18-23, 33, 35, 39-41, 43-45,49-50,54, 55, 64-70,74-85,90, 93-96, 133- 
. 146 are rejected under 35 U.S.C. 103(a) as being impatentable over Salmon et al., patent nxmiber 

5,592,375 in view of Sharp "From Army Knives to Gold Coins, Collectors Attend 'On-Line' 
Auction" Memphis Business Journal v.8, n. 10 p. 10 7/86. 

Salmon teaches a method for conducting sales on the Internet comprising: receiving at a 
communication handler program executing on a host computer infonnation from a first participant 
corresponding to an item for sale, the infomiation received from the first participant including a 
designation of a category (col. 1, lines 15-45, col. 2, line 20, 25-55, col. 6, lines 25-45, col. 7, 
lines 5-25, col. 14, lines 1-5,20-35, col. 15, lines 14-20); processing the received information into 
a presentation format by a database-to-presentation format formatting program the presentation 
fomiat including an indication of the category of the item (col. 7, lines 32-40 fig.l, col. 4, lines 5- 
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40); and a tracking identifier or unique item identifier (product ID); receiving a page of 
information including category designation (fig. 7g). Salmon also teaches the information 
received fi-om a seller further comprises an item subcategory (figs, 4p, 4q); information received 
from a seller comprises a verbal description or a graphical description or both (col. 2, lines 30- 
35). 

Sharp teaches an on-line auction which accepts messages concerning collectibles for sale 
and asking price or reserve price and bids fi-om participants for items where submitting payment 
information is inherent since this is at minimum a requirement to offer a legitimate bid, subjective 
information including authenticity, sellers and buyers register including identity information 
(inherent for the security check performed) before auction, and inherently seller financial 
information since this is necessary for at least registration fees and commission fees and monthly 
charges (whole document). It would have been obvious to one having ordinary skill in the art at 
the time of the invention to have used the online auctioning as described in Sharp as a replacement 
for the sales in Salmon since the auctioning of Sharp would have provided the advantage of lower 
costs as compared to brokering as suggested in Sharp and since the sellers have a possibility of 
receiving more money than the asking price or base price for the items thereby providing incentive 
to users to choose auctioning over brokering. Alternatively it would have been obvi6us to have 
used the buyers and sellers interface of Salmon in the system of Sharp since the system of Salmon 
would have provided an automated system for inputting information into the database of Sharp 
thereby reducing costs and would have provided a more enhanced auctioning system by providing 
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users with more information in terms of graphics/multimedia thereby promoting use by the public. 
While the term "Internet*' does not appear in the references, it would have been obvious to have 
used the Internet since this would have provided convenience and accessibility to many users over 
the world (as opposed to a closed or dedicated network) thereby increasing the customer base and 
since Salmon includes use of an Ethernet network which supports TCP/IP protocols necessary for 
the Internet. 

It also would have been obvious to have the presentation format comprising a hypertext 
markup language format since this is well known in the art for linking information as is desired by 
Salmon (col. 2, lines 3-8). It also would have been obvious to have provided to the Internet 
participant instructions for sending payment information since this would have been necessary to 
complete the transaction. It also would have been obvious to one having ordinary skill to have 
opened and automatically closed the auction to participants since this is well known in the art at 
least for sening a begiiming and ending time of the auction for the participants. It also would 
have been obvious to have to have implemented a world-wide-web interface since this was well 
known in the art for browsing the Internet. It also would have been obvious to have implemented 
a packet-switched network for the auctioning system since this is well known in the art as a fast 
and efficient mode of transmission which would have benefited the auctioning system as described 
in Sharp at least to quickly notify participants of the most recent bids. It also would have been 
obvious to have refused bids after a closing time or after a higher bid has been received since 
these are well known in the auctioning art for finality of the auction itself and fmality of sales. It 
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also would have been obvious to have notified the seller in response to receiving information and 
to have notified bidders of bid acceptance, including by E-mail, since notification would have 
assured the sellers and buyers of completed transmissions and would have eliminated repeat 
messages resulting from the users uncertainty of transmissions. It also would have been obvious 
to have advertised on the medium used by participants in Sharp and Salmon since this would have 
notified users and encouraged participation and would have been obvious to have an indication by 
the seller for permission to advertise the item since this also would have increased interest in the 
auction and to have a third party advertise in order to reduce the costs to the participants. It also 
would have been obvious to keep the asking or reserve price undisclosed since this would have 
been in the best interests of the seller to obtain the best price possible. 
5. Claims 12,14, 15. 17, 24, 25, 34,36-38, 42, 46-48, 51-53, 71-73, 86-89, 98,99 are 
rejected under 35 U.S.C. 103(a) as being unpatentable over Salmon in view of Sharp as above 
further in view of "Internet Providers Take Next Step Toward Electronic Commerce". 

The article teaches passing payment information from a host computer to an external 
clearinghouse and receiving at a host computer a response that payment has cleared (automated 
clearinghouse payment processing services to businesses), receiving payment information via a 
worldwide web page server (allow marketers on the www to accept consumers' Visa, 
MasterCard cards online); inherently debiting an account identified by the payment infonnation 
and clearing credit card transactions since these are necessary to complete the transaction (either 
credit card, checking accounts). It would have been obvious to one having ordinary skill in the 
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art at the time of the invention to have implemented the payment system as described in the article 
in the systems of Salmon and Sharp since the payment processing would have been necessary to 
implement and complete the transactions described in Salmon and Sharp. Also, it would have 
been obvious to have verification and assent to terms of sale before processing the bid since this 
would have deterred fi^udulent behavior of the participants and would have been a condition of 
the registration of Sharp. 

6. Claims 85,91,92, 97 are rejected under 35 U.S.C. 103(a) as being unpatentable over 
Salmon in view of Sharp as above further in view of Debenedictis et al., patent number 5,625,823. 

Debenedictis teac he s indicating an opening bid and current bid and notifying a user that a 
bid has been accepted (fig. 28, col. 28, line 60-coL 29, line 30). It would have been obvious to 
one having ordinary skill in the art at the time of the invention to have included the information of 
the interface of Debenedictis in the systems of Salmon and Sharp since this would have provided 
users with the most current information necessary for an online auction. 

7. Claim 1 47 is rejected under 35 U.S.C. 1 03(a) as being unpatentable over Salmon in view 
of Sharp as above further in view of Keithlcy et al, patent number 5,584,025. 

Keithley et al. teaches acquiring and displaying information or use in the sale of goods or 
services which includes advertising information (by third party col. 5, lines 35-40,45-55, col. 12, 
lines 15-22) product tracking identifier (property identifier) and uses a UNIX daemon in its 
communication handler program (abstract, col. 12, lines 20-40). It would have been obvious to 
one having ordinary skill in the art at the time of the invention to have used UNIX as in Keithley 
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et al in the systems of Salmon and Shaip since the systems of Salmon and Sharp do not limit the 
operating systems and since UNIX handles the type of information used and the transactions 
performed in the systems of Salmon and Sharp. 

8. The prior art made of record and not relied upon is considered pertinent to applicant's 
disclosure. 

Nahan et al., patent number 5,664,1 1 1 teaches a database showing items for sale where the seller 
inputs categories and subcategories and includes a network which is worldwide (col. 3, lines 1-2, 
col. 8 - col. 10) and provides shipping instructions according to the buyer (col. 13, lines 55-65). 

9. Any response to this action should be mailed to: 

Commissioner of Patents and Trademarks 
Washington, D.C. 20231 

or faxed to: 

(703) 308-905 1 , (for formal communications intended for entiy) 
(for informal or draft communications, please label "PROPOSED" or "DRAFT") 
Hand-dciivcred responses should be brought to Crystal Park II, 2121 Crystal Drive, Arlington. VA.. 
Sixth Floor (Receptionist). 

10. Any inquiry concerning this communication or earlier communications from the examiner 
should be directed to M. Kemper, whose telephone number is 703-305-9589. The examiner can 
normally be reached on Monday-Thursday from 8:30-6:00. The examiner can also be reached on 
alternate Fridays. If attempts to reach the examiner by telephone are unsuccessful, the examiner's 
supervisor, VinceMillin, can be reached at 703-308-1065. Any inquiry of a general nature or 
relating to the status of this application should be directed to the Group receptionist whose 
telephone number is 703-305-3900. 

M.Kemper fi j/ 

December 8, 2000 • jt/'TS^ — ^ 

M. Kemper 

Primary Examiner 
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PROTEST UNDER 37 C.F.R. § 1.291(a) 
U.S. Patent Application Serial No.: 09/253,014 



PATENT 

Attorney Docket No. 032997-010 



IN THE UNITED STATES PATENT AND TRADEMARK OFFICE 

In re application of. 
Thomas G, WOOLSTON 
Serial Number 09/253,014 
FUed: Fcbniaiy 19, 1999 



Examiner M.Kerrq)er 
Group Alt Unit; 2165 



For METHOD AND APPARATUS FOR FACILITATING 

ELECmOMC COMMERCE THROUGH INTER1>JET AUCTIONS 



AMENDMENT 

Assistant Commissioner for Patents 
Washington, B.C. 20231 

Sir 

In response to the office action mailed December 12, 2000, please amend this qjpUcation 
as follows: 

IN THE CLAIMS; 

Please amend claims 11, 14, 16, 18, 20, 21, 33, 35. 40, 43. 49, 51-55, 133, .145 

and 146 as follows: 

11. (TWICE AMENDED) A computer-implemented method for conducting auctions 

on the internet, the method conqirising: 

receiving at a communication handler program executing on a host computer 
information from a seller [first participant] corresponding to an item for auction, the 
infonnation received fiom the seller Ifirst participant] includingjn a designation of a category. 
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selected from a list of categories, under which the item for auction is to be listed^ and (ii) input 
relating to scheduling an auction for the item; 

processing at least a portion of the received information mto a presentation format 
by a database-to-presentation format formatting program, the presentation format including an 
indication of the category of the item for auction; 

based at least in part on the received auction schednl inp; input, conducting an 
auction for the item over the Internet bv prese n ting the presentation format to a plurality of 
potential bidders; 

recaving at Who'stlco^^ at least.one bid on the auctioned item from a biddw 
[second participant for the auction item]; and 

receiving at a host computer payment information from the biddg [second 

participant]. 

1 2. (ONCE AMENDED) The method of claim 1 1 further comprising: 

passing the received payment information from a host computer to an external 
clearinghouse; and 

receiving at a host computer a response fit»m the external clearinghouse that 
payment has cleared 

13 . (ONCE AMENDED) The method of claim 1 1 wherein the databasc-to- 
presentation formatting program comprises a databasc-to-worldwide web mapping module. 

14. (THREE TIMES AMENDED) The method of claim 1 1 further comprising: 

.2- . 
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receiving payment infonnation from the bidder [second participant] via a 
worldwide web page server executing on the host computer. 

15; (ONCE AMENDED) The method of claim 1 1 further comprising: 

processing the received payment information with a transaction processor to debit 
an account identified by the payment information. 

* 16. (TWICE AMENDED) The method of claim 1 1 further comprising: 

associating the payment inforaiation with the bid received from the bidder 
[second participant]. 

17. (ONCE AMENDED) The method of claim 1 1 wherein the payment information 
identifies a credit card account 

1 8. (TWICE AMENDED) The method of claim 1 1 wherein the information received 
fit)m the seller [fint participant] includes a price for the auction item- 

19. (ONCE AMENDED) The method of claim 1 1 wherein the presentation format 
comprises a hyper text markiq) language format 

20. (TWICE AlvfENDED) A computer-implemented method of conducting auctions 
on the internet, the method comprising: 



-3. 
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receiving information about an item to be auctioned, the received information 
including £i} a designation of a category, selected from a list of categories, under which the item 
is to be aiirHnne d^ and fii^ input relating to sche duling an auction for the item; 

generating a tracking identifier to identify the item to be auctioned; 

processing at least a portion of the received information to create a presentation 
format corresponding to the item to be auctioned, the presentation format including an indication 
of the category of the item to be auctioned; 

based at least in part on the received auction sched^ li'Ti^ input^ conducting an 
auction for the item over the Internet bv prese nting the presentation format to a plurality of 

internet participants; 

receiving at least one bid for the item from at least one internet participant; 

providing to the internet participant instructions for sending payment information 
to pay for the auctioned item. 

21 . (TWICE AMENDED) The niethod of claim 20 [farther comprismg:] 

wherein condu ctin g an auction for the item comprises opening an auction process 
to participants on the internet; and farther comprising 

automatically closing the auction process to the internet participants based on a 

predetermined condition- 

(ONCE AMENDED) The method of claim 20 further comprising: 
receiving the bid for the auctioned item via a world wide web page server 



22. 
interface. 
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23. (ONCE AMENDED) The method of claim 20 further comprising: 
receiving payment information from the participant, the payment information 

being associated with the bid. 

24. (ONCE AMENDED) The method of claim 20 further comprising: 
receiving from the participant payment infonnation identifying a credit card 

account, passing the credit card account information to a clearinghouse and receiving 
authorization from the clearinghouse that payment with the. credit card has cleared. 

25. (ONCE AMENDED) The method of claim 20 further comprising: 
receiving payment information from Hie participant, clearing the payment 

infonnation, and transferring legal ownership of the item to the participant 

33. (TWICE AMENDED) A system for conducting auctions on the internet, the 
system comprising: 

an auction item presentation means for presenting items for auction to auction 
participants comiected via the internet, the auction item presentation means presenting items for 
auction arranged into item categories, each item for auction being associated with an item 
category designated by a seUer of the item to be auctioned; 

.T, .nation process for exeaiti T ig an auction orocrs.s for the item based at least in 
part on sched^ '^iri p iimut rec eived from the seller 

an auction bid recipient means for receivinp, dnrinR the auction process, at least one bid 
for an item being presented by the auction item presentation means; and 



-5- 



BD0013309 



Attpmcy Docket No. 032997-010 
Application Serial No. 09/253,014 



payment recipient means for receiving payment infomaation &om a bidding paiticipant, 
the payment information corresponding to the item for which the bid was received. 

34. (ONCE AMENDED) The system of claim 33 further comprising payment 
verification means for passing received payment information to an external clearinghouse for 
verification- 

; 35. (TWICE AMENDED) The system of claim 33 wherein the auction item 
presentation means comprises a database-to-presentation formatting program for mapping, 
information from a database into a worldwide web format [comprises a database-to-worldwide 
web mapping program], 

36. (ONCE AMENDED) The system of claim 33 further comprising: 

a transaction processor to debit an account identified by the payment information if the 
received bid is approved 

37. (ONCE AMENDED) The system of claiin 33 wherein the received payment 
information identifies a credit canL 

38. (ONCE AMENDED) The system of claim 36 wherein the payment information 
identifies a credit card and wherein the transaction processor charges the credit card for the 
payment associated with the approved bid. 
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39. The system of claim 33 wherein the auction item presentation means presents the 
auction item information as a maifaq) language page.. 



40. (TWICE AMENDED) An auction participant system for enabling participation in 
an online auction conducted over a packet-switched network, the auction participants including 
sellers of items to be auctioned and bidders on the items to be auctioned, the system comprising: 

an auction item receiving means for receiving a page of information including one or 
more Items available for auction, the received page of information including a designation of 
item categories with which the items for auction are associated, each seller designating an item 
category for that seller's item to be auctioned; 

piuction nrocess means for exec uting an auction process corresponding to the item 
based at least in p^^rt on scheduli ng input received ftom the seller. 

an auction bid input means for inputting a bid for at least one of the items presented in the 
received page and for iigjutting payment information associated with the bid; and 

bid transmission means for transmitting the bid and payment information via the packet- 
switched networic to a remote bid processor system. 

41. (ONCE AMENDED) The system ofclaim 40 wherein the received page 
comprises a markup language page and wherein the auction item receiving means comprises a 
web browser connected via the internet to a server at the remote bid processor system. 

42. (ONCE AMENDED) The system of claim 40 wherein the payment informatiGn 
identifies a aedit card provided by the auction participant to pay for the item in the amount of 
thebid. 
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43. (TWICE AMENDED) A system for auctioning a uniquely identified item .over a 
packet-switched network, the system comprising: 

a database of daU records, each data record relating to an item and comprising an 
identifier to uniquely identify the item and an item category, designated by a seller of the item, 
under which the item is to be offered for auction; 

an auction system, accessible by a pluraUty of participants via the packet-switched 
network, that presents an item for auction by providmg a maik-up language page of information 
corresponding to an item that is available for auction during a specified time, the maik-up 
language page of information including an indication of the item's category, 

wherein the auction system executes an auction proces s corresponding to the item 
based at least in part on scheduling innut received fro m the seUer of the item, receives bids friDm 
one or more of the participants over the packet-switched network and terminates the auction 
when one or more predetermined criteria are satisfied; and 

wherein the auction system transmits to a selected auction participant information 
about where the selected auction participant should submit payment information for the 
auctioned item. 

44. (ONCE AMENDED) The system of claim 43 wherein the auction system refuses 
to accept bids after the one or more predetermined criteria have been satisfied. 

45. (ONCE AMENDED) The system of claim 43 wherein the auction system 
comprises a web page server interface for receiving bids from auction participants connected to 
' the auction system via the world wide web. 

-8- 
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46. (ONCE AMENDED) The system of claim 43 wherein the auction system 
receives payment infomiation with each bid. 

47. (ONCE AMENDED) The system of claim 46 wherein the auction system 
j-eceives payment information identifying a credit card account, and transmits the credit card 
account information to a remote verification system before processing the bid 

48. (ONCE AMENDED) The system of claim 47 wherein the auction system selects 
a bid based on the one or more prcdetemiined criteria, processes the credit card, account for the 
amount of the bid, and transfers legal ownership of the item to the participant' that submitted the 
bid, 

49. (TWICE AMENDED) An auction participation system, in communication with 
an auction processor that processes bids for items being auctioned, for enabling participation in 
an online auction over a packet-switched network the auction participation system comprising: 

an auction page recipient means that receives fi^m a server at the auction 
processor a page containing infomiation about at least one item being auctioned, the received 
page including a designation of an item category with which the at least one item being auctioned 
is associated, the item . category being specified by a seller of the item; 

an auction process means for conducting an internet-based a uction of the item 
based at least in part on scheduling input received from the seller of the item; 

bid input means for enabling a participant to input a bid for submission to the 
auction processor via the packet-switched network; 

-9- 

BD0013313 



Artpmey Docket No. 032997-010 
AppUcation Serial No. 09/253,014 

bid award receiving means for receiving an indication that the bid was awarded to 
the participant; and 

payment -information input means for enabling the participant to input payment 



information in response to receiving a bid award, 

50. The system of claim 49 wherein the auction page receiving means comprises a 
web browser system that accesses a server at the auction processor to receive the page. 

51. ( AME>IDED) The system of claim 49 wherein the auction participation system 
receives payment information with each bid. 

52. (TWICE AMENDED) The system of claim 5 1 wherein the auction participation 
system receives payment information identifying a credit card account and transmits the credit 
card account information to a verification system before processing the bid. 

53. (TWICE AMENDED) The system of claim 52 wherein the auction participation 
system selects a bid based on one or more predetermined criteria, processes the credit card 
account for the amount of the bid and transfers legal ownership of the item to the participant that 
submitted the bid. 

54. (TWICE AMENDED) A system for facilitating commerce at an internet-based 

auction, the system comprising: 

auction item receiving means for receiving from one or more auction participants 
information regarding an item to be posted for an auction, the received information including a 
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desigaarion of a category, selected from a list of categories, under which the item is to be 
auctioned; 

auction processor means for processing information received by the auction item ■ 
receiving means and presenting the processed information in a format to be transmitted to 
auction participants over a packet-switched network, the format including an indication of the 
category of the item to be o.i>-^n n^ , th^ aiictioii processor means includinR an auction process 
m.^^. for executing «t, auction proce s s fnr the item based at least in part on scheduling input 
received fipm the seller of the item; and 

bid receiving means for receiving bids for the item presented to auction participants. 

55. (TWICE AMENDED) A cnm puter-imrjlemented method of facihtating internet 

auctions, the method comprising: 

receiving information from a seller mrlndmg fD information about an item to be 
auctioned at a computer system programmed to receive information over a communication 

.r.A iT, pirt relatmg to sc heduling an auction for the item, the auction item 

mformation including a selection of apredetemiined category, the predetermined category 
selected by the seller from a predetermined list of categories maintained by the computer system; 

^..Prinnatleastaix.rtionofthe [in response to receiving auction item] information 
received from a seUer. generating a unique item identifier by a program executing on the 
computer system; 

notifying the seUer of the unique item identifier generated in response to receiving 
information about the item to be auctioned; 
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based at least in part op the received auction scheduling input, auctioning the item at the 
computer system with an auction process program, the auction process program indicating the. 
predeterminedxategoiy-sel«;tedJ)yJhe-S.enet^djdentifying.t^ to be auctioned; [andj 

presenting the auction to a plurality of auction participants via a computer network in 
response to a request to display inforaiation about the item to* be auctioned^ the request to display 
the item's information being processed by a computer program executing on the computer 
system; and 

receiving at the computer system at least one bid on the item being auctioned, the 
computer s>^em updating a display of the item's infoimation in response to receipt of the at 
least one bid. 

64. The method of claim 55 wherein the infonnation received fix)m a seller fiarther 
comprises an item subcategory, selected by the seller firom a list of item subcategories, under 
which the item is to be offered for auction. 

65. The method of claim 55 wherein the infonnation received from a seller comprises a 
verbal description of the item or a gr^hical depiction of the item or both. 

66. The method of claim 55 wherein the information received from a seller comprises a 
verbal description of the item, the verbal description including subjective information supplied 
by the seller. 
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67. The method of claim 66 wherein the subjective infomiatioii includes one or more of 
following: condition of the item being offered for auction, authenticity of the item being offered 
for auction-or-specialieatures-ofihe item being offered for auction. 

68. The method of claim 55 wherein, prior to supplying infonnation, the seUer registers 
to sell items for auction. 

- 69. The method of claim 68 wherein registering the seUer comprises receiving identity 
information from the seller. 

70. The method of claim 68 wherein registering the seUer comprises receiving financial 
information from the seller. 

71. The method of claim 68 wherem registering the seUer comprises opening a debit / 
credit account for the seller. 

72. The method of claim 71 further comprising debiting the seller's accomit by an 
amovint coixesponding to a seller's fee. 

73. The method of claim 71 further comprising crediting the seUer's account by an 
amount corresponding to the purchase price of an item sold at auction. 

74. The method of claim 55 wherein the seller logs into the auction computer system 
from a computing platfonn in order to provide information about an item to be auctioned. 

-13- 
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75. The method of claim 74 wherein the seller's computing platform comprises a 
P^nnal rnTn puter. a Workstation , a cable set-top device, a vi deo game systmi or a portable 
computing device. 

76. The method of claim 55 wherein an auction participant logs into the auction 
computer system from a computing platform in order to browse or bid on items offered for 
auction. 

77. The method of claim 76 wherein the auction participant's computing platform 
comprises a personal computer, a workstation, a cable set-top device, a video game system or a 
portable computing device. 

78. The method of claim 55 wherein the seller-provided information includes a reserve 
price for the item to be auctioned, 

79. The method of claim 78 wherein the seller's reserve price is not revealed to auction 
participants. 

80. The method of claim 55 wherein prior to bidding on an item an auction participant 
browses the predetermined Hst of categories to search for desired items on which to place bids. 

81. The method of claim 55 wherein the seUer ships an item purchased at auction to a . 
destination specified by the purchasing auction participant 

-14- 

BD0013318 



Attorney Docket No. 032997-010 
Application Serial No. 09/253,014 



82, The method ofclaim 55 wherein the seUer-providedinfoimationm^^ . 
indication fixim the seller whether the item offered for auction is to be advertised to potential 



bidders. 



83. The method of claim 82 wherein the advertisement appears on a main web page 
maintained by the auction computer system. 

84. The method of claim 83 wherein the main web page comprises a welcome page. 

85. The method of claim 55 further comprising notifying an auction participant that a bid 
by that participant has been accepted 

86. The method of claim 55 wherein an auction participant makes electronic payment for 
an item purchased at auction. 

87. The method of claim 86 wherein an auction participant makes electronic payment by 
providing credit cai^l or debit card information. 

88. The method of claim 86 wherein an auction participant makes electronic payment by 
providing electronic funds transfer informatiorL 

89. The method of claim 86 wherein an auction participant makes electronic payment 
using e-money. 

-15- 
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90. The method of claim 55 wherein the seller-provided infoimation includes a specified 
._time^firiD.dJbr_the .auction,. . 

91. The method of claim 55 wherein the auction process program indicates an opening 
bid for an item offered for auction. 

• 92. The method of claim 55 wherein the auction process program indicates a current bid 
for an item offered for auction. 

93. The method of claim 55 wherein presenting the auction to the pluraHty of auction 
participants comprises displaying one ormore of the foUowing: a verbal descriptionof the item 
offered for auction, a gn^jhical depiction of the item offered for auction, or bid information 
relating to the item offered for auction. 

94. The method of claim 55 wherein presenting the auction to the pluraHty of auction 
participants further comprises displaying adveitisments to the plurality of users. 

95.. The method of chmn 94 wherein the displayed advertisements relate to items offered 
for auction. 

96. The method of claim 94 wherein the displayed advertisements relate to goods / 
services offered by a third party. 
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97. The method of claim 55 wherein the computer system updates the display of the 
item's information each time a bid higher than the current bid is received. 

98. The method of claim 55 further comprising obtaining an auction participant's assent 
to terms of sale before accepting bids jBrom that auction participant 

99. The method of claim 98 wherein the auction participant's assent is supplied via the 
Internet 

133. (ONCE AMENDED) A comnuter-imnlemented method of facilitating Intemet- 
based electronic auctions, the method comprising; 

receiving information from a seUer of an item to be auctioned, the information including 
rn information idcntiiying the item to be auctioned and designating an item category selected by 
the seUer from a list of item ^^t.^.^'^. ^t,h (H) input relating to scheduling an auction for the 
item: 

ctoTiTic r at least a portion of the received information in a database of information relating 

to items to be auctioned; . . 

m^^ ping at -least a portion of the rece ^v^ information stored in the database into a 
pre.entation.format that includes the i d^tiiving information and the item category provided by 
the seller; 

displaying the nresentation format to a pluraUty of buyers [the identity of the item to be 
auctioned in the designated item category]; 
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based at least in p2rt on the received auction scheduling input, conducting an online 
auction for the item including receiving bids on the item from one or more of the plurality of 
tuyers; and 

terminating the online auction of the item based on a predetomined condition. 

134. The method of claim 133 further comprising notifying a winning buyer that a bid 
submitted by the winning buyer was a winning bid. 

135. The method of claim 133 wherein the information received from the seller 
identifying the item to be auctioned includes at least one of an item title and an item description. 

136. The method of claim 135 wherein the item description includes an electronic image 
of the item. 

137. The method of claim 133 wherein receiving information from a seller further 
comprises receiving information designating an item subcategory selected by the seller from 
among a list of item subcategories. 

138. The method of claim 133 wherein the predetermined condition based on which the 
online auction is terminated comprises an occurrence of an auction termination time. 

1 39. The method of claim 133 wherein receiving information from a seUer further 
comprises receiving a reserve price for the item to be auctioned. 
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140. The method of claim 139 wherein the predetermined condition based on which the 
online auction is terminated comprises an occurrence of the reserve price being met 

141. The method of claim 134 wherein notifying the winning buyer comprises sending 
the winning buyer an c-mail message. 

1 42. The method of claim 1 33 further comprising notifying the seller of an outcome of 
the online auction. 

143. The method of claim 142 wherein notifying the seller comprises sending the seller 
an e-mail message. 

144. The method of claim 143 wherein the seller is notified of the winning buyer's 
identity, 

145. (ONCE AMENDED) The method of claim 133 [further comprisingl wherein 
receiving infonnation from the seller of the item to be auctioned furthar comprises receiving 
input relating to [placement of] an advertisement for the item. 

146. (ONCE AMEl^ED) A computer-implemented method of facilitating Internet- 
based electronic auctions, the method comprising: 

receiving information via the Internet from sellers of items to be auctioned, each seUer 
providing {Q infonnation describing an item to be auctioned and designating an item category 
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and an item subcategory selected by the seUer torn a list of item categories and subcategories^ 
and fii) input relatine to scheduling an auctioa for the item; [and] 

storing at least a portion of the received infomation in a data h^e of infomation relatjpg 

to items to be auctioned; 

displaying the Hst of item categories and subcategories via the Internet to a plurality of 
potential buyers, each potential buyer being able to browse the item categories and subcategories 
selectively to search for a desired item offered for auction; and 

• fnr e^h item to be .nctioned: fO map r img the received infonuation stored in the database 
r.nrre,;nonding to tb>- mto a nrese r tation fomiat that includes the identifyinR information and 
the item category provided bv the it em's seller, fii) displayjnR the presentation format to a 
ntornlitv of buvers; (iin ha.ed at least i n nart of the received auction scheduling input, conducting 
an online auction fnr the item incl u ding receiving bids on the item from one or more of the 
Tilur^itv of buvers; ^nd (W\ teiminati nr the online auction of the item based on a predetermined 
condition. 

[receiving bids from potential buyers on desired items offered for auction.] 

147. The method of claim 1 1 or 26 wherein the communication handler program 
comprises a Unix daemoiL 

Please add new claims 148-218 as follows: 

-148. (NEW) The method of claim 1 1 wherein the received auction scheduling input 
relates to an auction duration. 
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149. (NEW) The method of claim 11 wherein the received auction scheduling input 
relates to one or both of an auction starting time and an auction ending time. 

1 50. (NEW) The method of claim 1 1 wherein the received auction scheduling iiqjut 
comprises an indication that the auction is to be started inmiediatcly. 

151. (NEW) The method of claim 1 1 wherein the received auction scheduling mput 
consists of an indication that the auction is to be started immediately. 

152. (NEW) The method of claim 1 1 wherein the received auction scheduling input 
comprises a£ indication that the auction is to be mvoked by the seller manually. 

153. (NEW) The method of claim 1 1 wherein the received auction scheduling input 
comprises an indication that the auction is to be initiated at a future time. 

1 54. (NEW) The method of claim 20 wherein the received auction scheduling_mput 
relates to an auction duration. . 

155. (NEW) The method ofclaim 20 wherein the received auction scheduling input 
relates to one or both of an auction starting time and an auction ending time, 

156. (NEW) The method ofclaim 20 wherein the received auction scheduling input 
comprises an mdication that the auction is to be started immediately. 
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157. (NEW) The method ofclaim 20 wherein the received auction scheduling iiqjut 
consists of an indication tiiat the auction is to be started unmediately. 

158. (NEW) The method of claim 20 wherein the received auction scheduling input 
comprises an indication that the auction is to be invoked by the seller manually. 

159. (NEW) The method of claim 20 wherein the received auction scheduling input 
comprises an indication that &e auction is to be initiated at a future time. 

160. (NEW) The system of claim 33 wherein the received auction scheduling input 
relates to an auction duration. 

161. (NEW) The system of claim 33 wherein the received scheduling input relates to 
one or both of an auction starting time and an auction ending time. 

162. (NEW) The system of claim 33 wherein the received scheduling input comprises an 
indication that the auction process is to be started immediately. 

163. (NEW) The system of claim 33 wherein the received scheduling input consists of 
an indication that the auction process is to be started immediately, . 

1 64. (NEW) The system of claim 33 wherein the received scheduling input comprises an 
indication that the. auction process is to be invoked by the seller manually. 
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1 65. (NEW) The system of claim 33 wherein the received scheduling input comprises an 
indication that the auction process is to be initiated at a future time, 

166. (NEW) The system of claim 40 wherein the received auction scheduling input 
relates to an auction duration. 

167. (NEW) The system of claim 40 wherein the received scheduling input relates to 
one or both of an auction starting time and an auction ending time, 

168. (NEW) The system of claim 40 wherein the received scheduling rnpnX comprises an 
indication that the auction process is to be started immediately. 

1 69. (NEW) The system of claim 40 wherein the received scheduling iupvt consists of 
an indication that the auction process is to be started immediately. 



170, (NEW) The system of claim 40 wherein the received scheduling input comprises an 
indication that the auction process is to be invoked by the seller manually. 



171. (NEW) The system of claim 40 wherein the received scheduling input comprises 
indication that the auction process is to be initiated at a future time. 

172. (NEW) The system of claim 43 wherein the r«:cived auction scheduling input 
relates to an auction duration. 



an 
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173. (NEW) The system of claim 43 wherein the received schediiling ii^ 
one or both of an auction starting time and an auction ending time. . 

174. (NEW) The system ofclaim 43 wherein the received scheduling input comprises an 
indication that the auction process is to be started immediately, 

175. (NEW) The system ofclaim 43 wherein the received scheduling input consists of 
an indication that the auction process is to be started immediately. 

176. (NEW) The system ofclaim 43 wherein the received scheduling input comprises an 
indication that the auction process is to be invoked by the seller manually. 

177. (NEW) The system ofclaim 43 wherein the received scheduling input comprises an 
indication that the auction process is to be initiated at a future time. 

178. (NEW) The system ofclaim 49 wherein the received auction scheduling input 
relates to an auction duration. 

179. (NEW) The system ofclaim 49 wherein the received scheduling input relates to 
one or both of an auction starting time and an auction ending time. 

1 80. (NEW) The system ofclaim 49 wherein the received scheduling input comprises an 
indication that the auction is to be started immediately. 
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181. (NEW) The system of claim 49 wherein the received scheduling input consists of 
an indication that the auction is to be started immediately. 

182. (NEW) The system of claim 49 wherein the received scheduling input comprises an 
indication that the auction is to be invoked by the seller manually. 

183. (NEW) The system of claim 49 wherein the received scheduling input comprises an 
indication that the auction is to be initiated at a future time. 

1 84. (NEW) The system of claim 54 wherein the received auction scheduling iigmt 
relates to an auction duration. 

1 85. (NEW) The system of claim 54 wherein the received scheduling input relates to 
one or both of an auction starting time and an auction ending time. 

1 86. (NEW) The system of claim 54 wherein the received scheduling input comprises an 
indication that the auction process is to be started immediately. 

187. (NEW) The system of claim 54 wherein the received scheduling input consists of 
an indication that the auction process is to be started immediately. 

188. (l^W) The system of claim 54 wherein the received scheduling input comprises an 
indication that the auction process is to be invoked by the seller manually. 
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1 89. (NEW) • The system of claim 43 wherein the received scheduling input comprises an 
indication that the auction process is to be initiated at a future time. . 

190. (NEW) The method of claim 55 wherein the received auction scheduling input 
relates to an auction duradoiL 

191. (NEW) The method of claim 55 wherein the received auction scheduling input 
relates to one or both of an auction starting time and an auction ending time. 

192. (NEW) The method of claim 55 wherein the received auction scheduling input 
comprises an indication that the auction is to be started immediately. 

193. (NEW) The method ofclaim 55 wherein the received auction scheduling ii5)ut 
consists of an indication that the auction is to be started immediately. 

194. (NEW) The method of claim 55 wherdn the received auction scheduling input 
comprises an indication thai the auction is to be invoked by the seller manually. 

195. (NEW) The method of claim 55 wherein the received auction scheduling input 
comprises an indication that the auction is to be initiated at a future time. 

196. (NEW) The method of claim 133 wherein the received auction scheduling input 
relates to an auction duration. 
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197. (NEW) The method ofclaim 133 wherein the recdved auction scheduling input 
relates to one or both of an auction starting time and an auction ending time. 

198. (NEW) The method of claim 133 wherein the received auction scheduling input 
comprises an indication that the auction is to be started immediately. 

199. (NEW) The method of claim 133 wherein the received auction scheduling iiqjut 
consists of an indication that the auction is to be started immediately. . 

200. (NEW) The method of claim 133 wherein the received auction scheduling input 
comprises an indication that the auction is to be mvoked by the seller manually. 

201. (NEW) The method ofclaim 133 wherein the received auction scheduling ii^ut 
comprises an indication that the auction is to be initiated at a future time. 

202. (NEW) The method ofclaim 146 wherein the received auction scheduling input 
relates to an auction duration. 

203. (NEW) The method ofclaim 146 wherein the received auction scheduling input 
relates to one or both of an auction starting time and an auction ending time. 

204. (NEW) The method ofclaim 146 wherein the received auction scheduling input 
comprises an indication that the auction is to be started immediately. 
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205. (NEW) The method ofclaim 146 wherein the recrived auction scheduling ii^ 
consists of an indication that the auction is to be started immediately. 

206. (NiEW) The method of claim 146 wherein the received auction scheduling input 
comprises an indication thai the auction is to be invoked by the seller manually. 

207. (NEW) The method ofclaim 146 wherein the received auction scheduling ii^ut 
comprises an indication that the auction is to be initiated at a future time. 

208. (NEW) The method of claim 21 wherein the predetennined condition is defined at 
least in part by the received auction scheduling input 

209. (NEW) The system of claim 43 wherein the one or more predetennined criteria are 
defined al least in part by the received scheduling vapuL 



210. (NEW) ilie method of claim 133 wherein the predetermined condition is defined at 
least in part by the received auction scheduling input 

211. (NEW) The method ofclaim 146 wherein the predetennined condition is defined at 
least in part by the received auction scheduling input 

212. (NEW) A computer-implemented method of faciUtating Intemet-based auctions, 
the method comprising: 
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receiving input from a seller of an' item to be auctioned, the received iiq)Ut including an 
identification of the item to be auctioned and input relating to scheduling an auction for the item; 
and 

initiating an online auction for the item based at least in part on the auction scheduling ' 
input received firom the seller. 

213. (NEW) The method ofclaim 212 wherein the received auction scheduling iiqjut 
relates to an auction duration, 

214. (NEW) The method of claim 212 wherein the received auction scheduling input 
relates to one or both of an auction starting time and an auction ending time. 

215. (NEW) The method ofclaim 212 wherein the received auction scheduling input 
comprises an indication that the auction is to be started immediately. 

216. (NEW) The method ofclaim 212 wherein the received auction scheduling input 
consists of an indication that the auction is to be started immediately. 

217. (NEW) The method ofclaim 212 wherein the received auction scheduling mput 
comprises an indication thai the auction is to be invoked by the seller manually. 

218. (NEW) The method ofclaim 212 wherein the received auction scheduling input 
comprises an indication that the auction is to be initiated at a future timc.- 
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REMARKS 

The Examiner's helpful consideration during the personal interview conducted on 
January 23, 2001 is acknowledged with appreciation. In view of the agreement reached at the 
interview, and in view of the foregoing amendments and the following remarks, reconsideration 
and aUowance of this application arc requested 

Qaims 11-25, 33-55, 64-99, and 133-218 remain pending with claims 11. 20, 33, 40, 43, 
49, 54, 55, 133, 146 and 212 being independent Claims 11, 14, 16, 18, 20, 21, 33, 35, 40, 43, 
49, 51-55, 133, 145 and 146 have been amended and claims 148-218 are newly presented for 
consideration. 

Claim 35 has been amended to provide proper antecedent basis for 'the database-to- 
presentation formatting program." Accordingly, all claims as presented comply with 35 USC^ 
112. 

For the reasons set forth at pages 2-7 of the office action, claims 1 1-25, 33-55, 64-99, and 
133-147 stand rejected under 35 USC 103(a) as being uiqjatentable over one or more of Salmon 
(USP 5,592,375), Sharp (Trom Army Knives to Gold Coins"), Debenedictis (USP 5,625.823); 
Keithly (USP 5,584,025)= an article entitled "Internet Providers Take Next Step Toward 
Electronic Commerce" (hereafter, "Internet Providers"), and multiple unsupported assertions of 
inherency and obviousness. These rejections and assertions, and their underlying rationale, are 
traversed in their entirety. 

However, without conceding the propriety of the Examiner's position, and solely to 
expedite allowance of this application, each of the pending independent claims has been 
amended to include an additional feature that was agreed during the interview not to be disclosed 
or suggested by the art of record For example, independent claim 11 has been amended to recite 
that input relating to scheduling an auction for an item is received from a seller of the item and 
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that an auction for the item is conducted based at least in part on the received auction scheduling 
input. Support for this amendment is found in the specification and drawings at least at page 1 8, 
lines 23-27, and in Figures 3-4. Accordingly, because the ait of record fails to disclose or 
suggest this feature, independent claims 11, 20, 33, 40, 43, 49, 54. 55, 133, 146 and 212 are 
allowable for at least this reason. 

Thc remaining claims depend directly or indirectly firom the independent claims 
discussed above. Accordingly, the dependent claims arc allowable at least for the reasons that 
their respective independent claims are allowable and for reciting allowable subject matter in 
their own right Independent consideration and allowance of the dependent claims arc requested 

In particular, dependent claims 66 and 67 are additionally allowable for their recitation of 
receiving subjective information from the seller of the item to be auctioned. Contrary to the 
Examiner's assertion. Sharp does not disclose or suggest that the seller-provided information 
includes subjective information about the item to be auctioned To the contrary. Sharp states that 
"coUectors send messages offering their coins" and the human operators of the Acorn auction 
"chcckQ for authenticity and for the accuracy of the asking price," Sharp at paragraph 21 . 

Dependent claim -145 is farther allowable for its recitation that receiving information 
from the seller of the item to be auctioned further comprises receiving information relating to an 
advertisement for .the item. As discussed in more detail below, the Examiner has failed to 
identify a reference that provides a teaching or suggestion of this additional feature. 

Applicant asserts that the foregoing claim amendments render moot the outstanding 
rejections and their underlying rationale. Nevertheless, in ordcs to preserve its rights, appUcant 
sets forth, the following responses to assertions made by the Examiner in the office action. 
Applicant reserves its right to supplement its responses if. the Examiner persists in rejecting the 
claims for the stated reasons. 
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As an initial- matter, applicant takes exception to, and specifically traverses, the multiple 
assertions of inherency improperly made and rehed upon by the Examiner. The Examiner is 
.ieniinded_that.deeming.a.f»tBc:..as "inhCTratly_disclos«i" requires_that_ae. aUeged inherency is 
the necessary and inevitabU result of practicing what is asserted to embody the inherent 
disclosure. In re King, 231 USPQ 136 (Fed. Cir. 1986) (emphasis added). None of the 
Examiner's asserted inherencies satisfies this strict standard. For example, the following 
demonstrates that the allegedly inherent features are not in fact "inherenf because each is 
susceptible to at least one, and more likely several, alternative scenarios: 

Page 3, "submitting payment information is inherent since this is at minimum a 
requirement to offer a legitimate bid": To the contrary, most if not all existing online auction 
systems do not require bidders to submit payment information as "a minimum requirement to 
ofier a legitimate bid." For example, the Examiner is invited to try out eBay at 
httD://www.ebaY.com which imposes no such requirement 

Page 3, "inherently sener financial information since this is necessary for at least 
registration fees and commission fees and monthly charges": Here too, several auction systems 
exist thai do not require sellers to provide financial information. See, e.g., http-7/www.epier.com. 
Moreover, the Acom auction system disclosed in. Sharp cannot be said to inherently require 
sellers to submit financial information since the registration fees, commission fees and monthly 
charges just as likely could have been paid by cashier's check or money order. Accordingly, 
providing seller's financial information is neitha "necessary" nor "inevitable" and thus cannot 
properly be deemed an inherent featoe. 

•nie foregoing represents two examples of a feature improperly being deemed "inherent" 
The Examiner is requested to acknowledge the impropriety of; and retract, these assertions. 



-32. 



BD0013336 




Attorney Docket No. 032997-010 
Application Serial No. 09/253,014 

Similarly, in at least 13 instances noted below, without citing any support in the art of 
record, the Examiner has improperly deemed a feature or suggestion to be "obvious" or 'Veil- 
known"; 

Page 4, "obvious to have used the Internet ..." 

Page 4, "obvious to have the presentation format comprising a hypertext markup 
language..," . 

Page 4, "obvious to have provided to. the Internet participant instructions for sending 
payment information ..." 

Page 4, "obvious ... to have opened and automatically closed the auction 

Page 4, "obvious to have iiq)lemented a world-wide-web interface ..." 

Page 4, "obvioiis to have implemented a packet-switched network for the auctioning 
system ..." 

Page 4, "obvious to have refused bids after a closing time or after a higher bid has been 
received..." 

Page 5, "obvious to have notified the seller in response to receiving inforaiation and to 
have notified bidders ^f bid acceptance ..." 

Page 5, "obvious to have advertised on the medium used by participants . . ." 

Page 5, "obvious to keep the asking price or reserve price imdisclosed ..." 

Pages 5-6, "obvious ... to have implemented the payment system as described in ... 
Salmon and Sharp ..." 

Page 6, "obvious to have verification and assent to teraas of sale before processing the bid 

Page 6, "obvious ... to have included the infonnation of the interface of Debenedictis in 
the systems of Salmon and Sharp ..." 
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^jpUcaat traverees all of the above assertions and submits that such statements by the 
Exammer represent an improper use of official notice to reject the claims under sectipn 103. As 
«^2n^m-MPEP-21^.-03,-ofBcial-notice can- properiy-be used only to establish facts that 
capable of "instant and unquestionable demonstration as being well-known." Inre Ahlert, 424 
F.2d 1088, 1091 (CCPA 1970). Moreover, official notice maybe used only to "fill the gaps" and 
cannot be used as "the principal evidence upon which a rejection is based," AUSt 424 F.2d at 
1088. or as the motivation for combining or modifying references. F.x Parte Grochowski , No. 
95-1343, sUp op. at 5 (Bd. Pat App. & Int June 27, 1995). Accordingly, applicant hereby 
challenges the Examiner's assertions of official notice and other various assertions of fact 
^CTeaiing throughout the office action and requests the Examiner either to retract such assertions 
or to cite a prior art reference in support of each of the assertions. 

Further, appUcant submits that in making the claim rejections under 35 USC 103, the 
Examiner has failed to identify a proper motivation or suggestion in the art to combine the 
references. To the contrary, a specific disincentive exists to combine Sahnon and Sharp, as 
discussed below. 

As the U.S. Court of Appeals ifor the Federal Circuit has repeatedly explained: 

Obviousness cannot be established by combining the teachings of 
prior art to produce the claimed invention, absent some teaching 
or suggestion supporting the combination. Under section 103, 
teachings of references can be combined on/j if there is some ■ 

suggestion or incentive to do so. The prior art fails to provide any 

such suggestioiL 

ACS Hasp. Sys. vMomeficre Hasp.. 121 USPQ 929, 933 (Fed. Cir. 1984) (footiiotes omitted) 
(emphasis in original). 
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At page 3 of the office action, the Examiner first asserts that the motivatioii for 
combining the database system of Salmon with the online auction of Sharp is provided by "the 
advantage of lower costs [associated with auctions] as compared to brokering as suggested by 
Sharp." It is reqjectfully submitted that the Examiner is mistaken - Sharp makes no such 
suggestion that auctions as a general matter have lower attendant costs or commission structures 
than other forms of commercial transactions. Rather, Sharp merely notes that the particular 
commissions charged by the "Acom" auction happen to be lower than commissions traditionally 
chained by coin dealers. Sharp at paragraph 23. Contrary to the Examiner's assertion, nothing 
in Sharp discloses or suggests that commissions charged by auctions art necessarily, or even 
generally, less than those charged by otha commercial intermediaries. 

Also contrary to the Bcarniner's assertion at page 3 of the office action, the Acom auction 
system disclosed in Shzrp does not necessarily provide the "possibility of receiving more money 
than the asking price or base price for the items thereby providing incentive to users to choose 
auctioning over brokering." Rather, by their nature auctions do not use "base prices" or "asking 
prices" but rather only inqwse a minimum bid price and, potentially, a reserve price. It is just as 
likely thai the minimum and reserve prices set by the auctioneers or sellers could be lower than 
an asking price set by a dealer. Accordingly, there is nothing inherent about auctions that makes 
them necessarily more attractive or lucrative than other forms of commercial exchanges. 

Moreover, as noted above, the Examiner is further mistaken in asserting that the 
"auctioning" disclosed in Sharp is interchangeable with the "brokering" allegedly disclosed in 
Sahnon. To the contrary, Salmon use of the term "brokering" is somewhat of a misnomer. At 
best, Sahnon relates to "brokering" data Cue., intermediating the communication of information) 
in a database and does not in feet relate to. or disclose, "brokering" in the sense intended by the 
Examiner-namely. acting as a commercial exchange to facilitate transactions relating to the sale 
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of goods or services. (See, e.g., Shaip at paragraph 3, using "brokerage" in tbis sense). Rather, 
Salmon merely discloses a knowledge-based database s>^tem that facilitates co mmuni cation 
between sellers -and -buyers. Notably, Salmon makes-no-disclosure otonline-auctions, online 
markets or any other exchange for actually transacting electronic commerce. Accordingly, a 
person of skill in the art woidd have no motivation to substitute Sharp's online auction for the 
information ••brokerage" of Sahnon. Indeed, because the two systems represent an apples- 
oranges comparison, a skilled artisan would be greatly confused by the notion that Sharp's 
auction is somehow interchangeable with Salmon's database system. 

Accordingly, the Examiner's asserted motivation to combine Salmon and Sharp is based 
on an incorrect understanding of Sharp and Salmon and thus is improper. 

At pages 3-4 of the ofBcc action, the Examiner altemativcly asserts, without any 
reference to the prior art, that a person of skill in the art would be motivated to combine the 
database system of Sahnon with the online auction of Sharp because to do so would **reduc[e] 
costs, and would have provided a more enhanced auctioning system by providing users with more 
information in terms of graphics/multimedia thereby promoting use by the public." 

It is respectfully submitted that the Examiner is impermissibly engaging in hindsi^ 
reconstruction. Virtually any person of skill in the art, when presented with an enabling 
explanation of a novel invention, such as disclosed and claimed in the present application, could 
indiscriminately pick and choose elements from among the prior art to reconstruct the inventiorL 
However, combining references in that fashion without any suggestion or motivation in the prior 
art to do so constitutes legal error. In re Fine, 5 USPQ2d 1596, 1599-600 (Fed. Cir. 1988). 

Applicant respectfiilly submits that the Examiner cannot point to any such motivation in 
the art of record because none exists. To the contrary, in view of the stated goals and constraints 
of the auction system disclosed in Sharp, the art of record provides a disincentive to combining 
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Shaip with Salmon. Shaip indicates in several instances that an automated system for inputting 
seUer's infonnation into the auction database would be undesirable and indeed would undennine 
:-tbeintegrityT)fihe-auctions;-SpecificaUyrShaipViBdieatioH4hat.A.com-des^ a 
simple auction having low commission fees [Shaip at paragraphs 1, 3, 5 and 23] suggests that 
developing and implementing an elaborate and expensive front-end database system such as 
disclosed in Sahnon would be cost-prohibitive and would overly complicate the system. 

Fmthennore, Shaip discloses that the Acom administratois puiposefully prefer, and 
indeed require, human intervention over an automated database front-end to maintain the 

integrity, accuracy and security of the auctions. Specifically, Shaip notes that (1) messages 
received from sellers "are conq)letely private ... until [a human operator manually] read[s] them 
' and transfer[s] them to the networic" [Sharp at paragraph 19]; (2) "Such security is essential 
because of tight regulations on what can be said or done on a database accessible by the pubUc" 
[Shaip at paragraph 18]; and (3) after a seller sends a message offering its coins, the Acom 
administrators must check the coins for authenticity and for the accuracy of the asking price 
before "transferring the message onto the auction portion of the database" [Sharp at paragraph 
21]. 

Accordingly, a person of skill in the art upon reading the above and other passages from 
Sharp would conclude that replacing, the purposeful human intervention in the Acom auction 
system would be midesirable and would frustrate many of Acorn's constraints and objectives. 
Such a clear "teaching away" militates strongly against a conclusion of obviousness under 
section 103. Cf. GUlene Co. v. S.C Johnson & Son, 16 USPQ2d 1923, 1927 (Fed. Cir. 1990) 
(affiiming conclusion of non-obviousness where, inter alia, the prior ait would have discouraged 
a person of skill in the ait from combining the references in question). Accordingly, the section 
103 rejections of the claims are improper for this additional reason. 
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In view of the foregoing, this application is in condition for allowance and a notice to that 
effect is requested 

Respectfully submitted. 



BinWS, DOA>ffi, SWECKER & Mathis, L.LP.* 




P. O. Box 1404 

Alexandria, Virginia 22313-1404 
(703)836-6620 

Date: Februaiyi 2001 
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DECISION O N APPEAL 
This is a decision on appeal under 35 U.S. C. § 134 from the 
examiner's final rejection of claims 11-25, 33-55, 64-99 and 133- 
218, which are all of the claims pending in this application. 
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BACTORQUND 

Appellant's invention relates to computer- implemented 

methods and systems for conducting auctions on the Internet. An 

understanding of the invention can be derived from a reading of 

exemplary claim 11, which is reproduced as follows: 

11. A computer -implemented method for conducting auctions on 
the internet, the method cornprising: 

receiving at a communication handler program executing on a 
host computer information from a seller corresponding to an item 
for auction, the information received from the seller including 

(i) a designation of a category, selected from a list of 
categories, under which the item for auction is to be listed, and 

(ii) input relating to scheduling an auction for the item; 

processing at least a portion of the received information 
into a presentation format, by a database-to-presentation format 
formatting program, the presentation format including an 
indication of the category of the item for auction; 

based at least in part on the received auction scheduling 
input, conducting an auction for the item over the Internet by 
presenting the presentation format to a plurality of potential 
bidders; 

receiving at the host computer at least one bid on the 
auctioned item from a bidder; and 

receiving at a host computer payment information from the 
bidder. 

The prior art references of record relied upon by the 
examiner in rejecting the appealed claims are: 



Keithley et al . 
(Keithley) 



5,584,025 Dec. 10, 1996 

(effectively filed: Oct. 29, 1993) 
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Salmon et al, 5,592,375 Jan. 7, 1997 

(Salmon) (filed Mar, 11, 1994) 

Debenedictis et al . 5,625,823 Apr. 29, 1997 

(Debenedictis) (effectively filed: Jul. 22, 1994) 

Sharp, ^'From Army Knives to Gold Coins, Collectors Attend 'On- 
Line' Auctions", Memphis Business Journal, v. 8, n.lO, July 28, 
1986, p. 10 

Wright, et al., (Wright), "Is it Time to Travel the Auction 
Route?" Real Estate Today", v. 24, n.6, July 1991, p. 46(5) 

"Internet Providers Take Next Step Toward Electronic Commerce," 
Electronic Marketplace Report, v. 8, No. 24, Dec. 20, 1994 

Claims 148-151, . 154-157, 160-163, 166-169, 172-175, 178-181, 
184-187, 190-193, 196-199, 202-205, and 213-216 stand rejected 
under 35 U.S. C. § 112, first paragraph^ as containing subject 
matter which was not described in the specification in such a 
way as to convey to one skilled in the relevant art that the 
inventor (s), at the time the application was filed, had 
possession of the claimed invention. 

Claims 11, 13, 16, 18-23, 33, 35, 39-41, 43-45, 49, 50, 54, 
55, 64-70, 74-85, 90, 93-96, 133-146, and 148-218 stand rejected 
under 35 U,S.C. § 103(a) as being unpatentable over Salmon in 
view of Sharp and Wright . 



^ In the final rejection, claims 152, 158, 164, 170, 176, 182, 188, 194, 
200, 206, and 217 were additionally rejected under 35 U.S.C. § 112, first 
paragraph. However, the rejection of these claims under 35 U.S.C. § 112, 
first paragraph, has been withdrawn by the examiner (answer, page 20) . 
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Claims 12, 14,. 15, 17, 24, 25, 34, 36-38, 42, 46-48, 51-53, 
71-73, 86-89, 98 and 99 stand rejected under 35 U.S.C. § 103(a) 
as unpatentable over Salmon in view of Sharp and Wright, and 
further in view of "Internet Providers Take Next Step Toward 
Electronic Commerce." 

Claims 85, 91, 92 and 97 stand rejected under 35 U.S.C. 
§ 103(a) as unpatentable over Salmon in view of Sharp and Wright, 
and further in view of Debenedictis . 

Claim 147 is rejected under 35 U.S.C. § 103(a) as 
unpatentable over Salmon in view of Sharp and Wright, and further 
in view of Keithley. 

Rather than reiterate the conflicting viewpoints advanced by 
the examiner and appellant regarding the above-noted rejections, 
we make reference to the examiner's answer (Paper No. 35, mailed 
September 10, 2002) for the examiner *s complete reasoning in 
support of the rejections, and to appellant »s brief (Paper No. 
33, filed April 15, 2002) and reply brief (Paper No. 39, filed 
November 18, 2002) for appellant's arguments thereagainst . Only 
those arguments actually made by appellant have been considered 
in this decision. Arguments which appellant could have made but 
chose not to make in the brief have not been considered. Sea 37 
CFR 1.192 (a) . 
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OPINION 

In reaching our decision in this appeal, we have carefully 
considered the subject matter on appeal, the rejections advanced 
by the examiner, and the evidence of lack of written description 
and obviousness relied upon by the examiner as support for the 
rejections. We have, likewise, reviewed and taken into 
consideration, in reaching our decision, appellant's arguments 
set forth in the briefs along with the examiner's rationale in 
support of the rejections and arguments in rebuttal set forth in 
the examiner's answer. 

Upon consideration of the record before us, we reverse. We 
note at the outset that as noted by appellant (reply brief, page 
1) the examiner (answer, page 6) misstates appellant's grouping 
of the claims. 

We begin with the rejection of claims. 148-151, 154-157, 160- 
163, 166-169, 172-175, 178-181, 184-187, 190-193, 196-199, 202- 
205, and 213-216 under 35 U.S.C. § 112, first paragraph. The 
description requirement exists in the first paragraph of 35 
U.S.C. § 112 independent of the enablement (how to make and how 
to use) requirement. Where no prior application is relied upon, 
the description requirement is that the invention claimed be 
described in the specification as filed. As such, a rejection on 
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the description requirement is tantamount to a new matter 
rejection. The written description requirement serves "to ensure 
that the inventor had possession, as of the filing date of the 
application relied on, of the specific subject matter later 
claimed by him; how the specification accomplishes this is not 
material." In re Wertheim . 541 F.2d 257, 262, 191 USPQ 90, 96 
(CCPA 1976) . In order to meet the written description 
requirement, the appellant does not have to utilize any- 
particular form of disclosure to describe the subject matter 
claimed, but "the description must clearly allow persons of 
ordinary skill in the art to recognize that [he or she] invented 
what is claimed." In ire Gosteli , 872 F.2d 1008, 1012, 10 USPQ2d 
1614, 1618 (Fed. Cir. 1989). Put another way, "the applicant, 
must . . . convey with reasonable clarity to those skilled in the 
art that, as of the filing date sought, he or she was in 
possession of the invention." Vafl-Cafch. Inc. v. Mahurkar, 935 
F.2d 1555, 1563-64, 19 USPQ2d 1111, 1117 (Fed. Cir. 1991). 
Finally, " [p] recisely how close the original description must 
come to comply with the description requirement of section 112 
must be determined on a case-by-case basis." Sigel5t;:eiri v. 
Frank . 52 F.3d 1035, 1039, 34 USPQ2d 1467, 1470 (Fed. Cir. 1995) 
(quoting Vas-Cath . 935 F.2d at 1561, 19 USPQ2d at 1116). 
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We note at the outset that the examiner does not refer to 
any specific claim or claims in the group of claims rejected uner 
35 U.S.C. § 112, first paragraph, but rather states (answer, page 
4) that the ''[c]ited portion of the specification does not 
clearly provide support for the seller inputting auction • 
duration, start/end time, immediate start, or indication that the 
auction is to be invoked by the seller manually. Please provide 
specific portions of the specification which support these new 
claims or cancel above claims." On page 20 of the answer, the 
examiner withdraws the portion of the rejection under 35 U.S.C. 
§ 112, first paragraph, with respect to manual invoking of the 
auction process. 

Appellant asserts (brief, page 25) that the specification 
(page 18) recites that a user may schedule the consignment node 
to execute the auction, and argues that an artisan would 
understand the term "schedule" to encompass time-related 
parameters such as start/end times, duration and the like. 
Appellant (brief, page 27) additionally points to the passage of 
page 10 that recites: "Mtlhe consignment node user arranges by 
invoking the appropriate consignment node program a time and date 
for an electronic auction, ... For example, a pawn shop operator 
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of a consignment node may have several Rolex watches he wishes to 
auction with reserve this Saturday night at 7:00p.m." 

From our review of the specification, we find that in . 
addition to the portions of the specification relied upon by . 
appellant, that the specification additionally recites (page 11) 
that during an auction, if no higher bid is received for a 
predetermined amount of time, the auctioning of the particular 
product is closed. From the disclosure of scheduling the 
auction, closing the auction when no further bids are received, 
and programming the time and date for the auction, we find that 
the originally filed disclosure reasonably conveys to an artisan 
that the seller may input information relating to the start/end 
time, immediate start and duration of the auction- Although we 
agree with the examiner that the specific language of these 
features do not appear verbatim in the specification, there is no 
requirement under 35 U.S.C. § 112, first paragraph, that the 
terms in the claims exactly appear in hagc ygj:b.a, in the 
specification. 

From all of the above, we find that the examiner has failed 
to establish a prima facie case of lack of adequate written 
description of the claimed invention. Accordingly, the rejection 
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of claims 148-151, 154-157, 160-163, 166-169, 172-175, 178-181, 
184-187, 190-193, 196-199, 202-205, and 213-216 under 35 U.S.C. 
§ 112, first paragraph, is reversed. 

We turn next to the rejection of claims 11, 13, 16, 18-23, 
33, 35, 39-41, 43-45, 49, 50, 54, 55, 64-70, 74-85, 90, 93, 96, 
133-146, and 148-218 under 35 U.S.C. § 103(a) as unpatentable 
over Salmon in view of Sharp and Wright. In rejecting claims 
under 35 U.S. C. § 103, it is incumbent upon the examiner to 
establish a factual basis to support the legal conclusion of 
obviousness. fi^^ Tn re Fine , 837 F.2d 1071, 1073, 5 USPQ2d 1596, 
1598 (Fed. Cir. 1988) . In so doing, the examiner is expected to 
make the factual determinations set forth in gir^^am v, Jqhn Degre 
Co. , 383 U.S. 1, 17, 148 USPQ 459, 467 (1966), and to provide a 
reason why one having ordinary skill in the pertinent art would 
have been led to modify the prior art or to combine prior art 
references to arrive at the claimed invention. Such reason must 
stem from some teaching, suggestion or implication in the prior 
art as a whole or knowledge generally available to one having 
ordinary skill in the art. TTniTroy^l, Inc^ v. Pu^kin-Wiley Co3q3 . , 
837 F.2d 1044, 1051, 5 USPQ2d 1434, 1438 (Fed. Cir. 1988); 
Ashland Qjl- Inc. v- Delta R esins & Ref ra ctoyj^p , Inc. , 776 F,2d 
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281, 293, 227 USPQ 657, 664 (Fed. Cir. 1985); ACS HQsp, gySw 
Inc. V. Monl-Rfiore Hosp. , 732 F.2d 1572, 1577, 221 USPQ 929, 933 
(Fed. Cir. 1984) . These showings by the examiner are an 
essential part of complying with the burden of presenting a prima 
facie case of obviousness. Note in re Oetiker, 977 F.2d 1443, 
1445, 24 USPQ2d 1443, 1444 (Fed. Cir. 1992). If that burden is 
met, the burden then shifts to the applicant to overcome the 
pi-ima facie case with argument and/or evidence. Obviousness is 
then determined on the basis of the evidence as a whole. 
id. ; Tn re Hedges , 783 F.2d 1038, 1039, 228 USPQ 685, 686 (Fed. 
Cir. 1986); Tn re Piasecki . 745 F.2d 1468, 1472, 223 USPQ 785, 
788 (Fed. Cir. 1984) ; and Tn r-e Rinehart . 531 F.2d 1048, 1052, 
189 USPQ 143, 147 (CCPA 1976). 

The examiner's position (answer, page 5) is that Salmon 
teaches a method for conducting sales over the Internet 
comprising receiving at a communication handler program executing 
on a host computer information from a seller corresponding to an 
item for sale, and including a designation of a category. Salmon 
processes the information into a presentation format including an 
indication of the category of an item and a product ID, The 
examiner additionally asserts (id^) that Salmon additionally 
receives information from the seller relating to a subcategory 
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for the item and a verbal and/or graphical description of the 
item. Turning to Sharp, the examiner asserts that Sharp teaches 
an on-line auction which accepts messages concerning collectibles 
for sale from participants. The examiner asserts (answer, page 
6) that it would have been obvious to have used the on-line 
auctioning of Sharp as a replacement of the sales in Salmon 
"^since the sellers have a possibility of receiving more money 
than the asking price or base price. for the items thereby 
providing incentive to users to choose auctioning over 
brokering." The examiner additionally argues ( id. ) that in the 
alternative, it would have been obvious to have used the buyers 
and sellers interfaces of Salmon in the system of Sharp 
'^since the system of Salmon would have provided an automated 
system for inputting information into the database of Sharp and 
would have provided a more enhanced auctioning system by 
providing users with more information in terms of 
graphics/multimedia thereby promoting use by the public." 

Turning to Wright, the examiner asserts that Wright teaches 
accepting input relating to scheduling an auction and teaches 
that the seller includes a price of the item (minimum reserve or 
bid) and advertising. The examiner's position is that it would 
have been obvious to have allowed the seller to set the 
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scheduling of the auction and conducted the auction based on the 
schedule, in the systems of Salmon and Sharp. The examiner 
continues (answer, pages 6 and 7) by making fifteen consecutive 
assertions of what the examiner considers to have been obvious to 
an artisan, for none of which does the examiner point to any 
teaching in the references for support for the examiner's 
position. In none of these fifteen assertions of obviousness 
does the examiner specifically refer to any claim (or claims) of 
the more than 100 claims included in this ground of rejection. 

Appellant asserts (brief, pages 7-9) that the unsupported 
and conclusionary opinions of the examiner fail to establish a 
prima facie case of obviousness of the claimed invention, and 
that the examiner's subjective belief and unknown authority for 
asserting motivation is improper. Appellant further argues 
(brief, pages 9 and 10) that the examiner's alternative 
motivation for combining the teachings of Salmon and Sharp is a 
hindsight reconstruction to piece together references using 
appellant's own claims as a blueprint, and that the PTO must 
point to objective teachings in the record to suggest the 
desirability of the combination. It is further argued (brief, 
page 15) that the claimed computer- implemented Internet auction 
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initiated by scheduling information received from the seller is 
not disclosed or suggested by the references. 

With respect to Salmon, appellant asserts (brief, pages 15- 
17) that Salmon is directed to a knowledge -based system that 
helps buyers with the decision-making process, and that Salmon 
makes no mention of on-line auctions or einy other exchange for 
actually transacting electronic commerce. Appellant points out 
that Salmon does not disclose how a final transaction would be 
achieved, how goods would be paid for, shipped, etc. It is 
further argued (brief, page 17) that Salmon fails to disclose 
conducting auctions on the Internet based at least in part on 
scheduling information received from the seller. 

With respect to Sharp, appellant argues (brief, page 17) 
that the so-called "on-line" auction is conducted in part by 
receiving E-mail messages from buyers and sellers. Appellant 
argues that Sharp fails to disclose or suggest conducting 
auctions on the Internet in which a host computer receives input 
from a seller relating to scheduling an auction, and then uses 
that information, at least in part, for conducting an auction 
over the Internet. Appellant further asserts (brief, page 18) 
that the PTO is mistaken in asserting that the "auctioning" in 
Sharp is interchangeable with the "brokering" allegedly disclosed 
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in Salmon. It is argued ( id. ) that an artisan would have no 
motivation to siibstitute Sharp's "auction" for the "brokerage" of 
Salmon because the two represent an apples -oranges comparison. 
Moreover, appellant argues (brief, page 19) that Sharp requires 
human intervention to maintain security and integrity of the 
auctions, because messages received form sellers are kept private 
until they are read and transferred to the network. In addition, 
in Sharp, the coins submitted by sellers are checked for 
authenticity and accuracy of the asking price before they are 
transferred to the auction part of the database. 

With respect to Wright, appellant argues (brief, pages 20 
and 21) that Wright fails to cure the deficiencies of Sharp and 
Salmon. Although Wright allows the seller to set the day of the 
auction, Wright fails to disclose or suggest a coirputer- 
implemented method for conducting auctions on the Internet, in 
which the computer system receives input from the seller relating 
to scheduling the auction, and then uses that information, at 
least in part, for conducting an auction for the item over the 
Internet. Appellant further argues (brief, page 21) that the PTO 
has failed to identify any legally proper basis for combining 
Wright with the other references because the only motivation 
provided (providing sellers with more control and accommodating 
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their needs) is classic hindsight and lacks support in the 
evidentiary record. 

From our review of Salmon, we find that Salmon is directed 
to a system for brokering goods and services, (col. 1, lines 8 and 
9) , The invention provides for a computer-implemented system for 
facilitating any transaction where review of diverse information 
is part of a buyer's decision-making process (col. 1, lines 18- 
24), by providing an expert system-based, networked computer 
system. The system includes buyers and sellers interfaces. The 
seller's interface allows sellers to input information into the 
database. The buyer's Interface provides a knowledge-based 
interactive protocol, enabling the buyer to select and review 
descriptive information in the database (col. 1, lines 33-37). 
The knowledge-based protocol includes an approximate-comparison 
system, for presenting to the buyer, goods or services that 
approximately match selection criteria entered into the buyer's 
Interface (col. 1, lines 63-66). The compiled information is 
presented to the buyer with the assistance of an expert system 
that selects relevant information in accordance with selected 
criteria (col. 2, lines 9-11). Uses of the system include 
purchase or rental of real estate, automobiles, etc.; purchase or 
rental of consumer goods; hiring of personnel, and exploration of 
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travel, colleges, business opportunities, etc. As shown in 
figure 1, the buyer's interface 500 assists the buyer in 
selecting likely product profiles from database 200, and in 
evaluating and comparing products to make a purchase decision. 
In the example of personnel search, the candidate is interviewed 
by the seller's Interface 300 to supply information for his 
Product Profile (col. 3, lines 22-24 and 28-30). With further 
reference to the personnel search example, as shown in figures 
2a-2d, the Profile Template includes information' sach as the 
candidate's name 204, address 206 and phone number 208, last 
position 210, compensation 212, and education 214 (col. 3, line 
63 through col. 4, line 3). Figures 2d-2f show how information 
describing the candidates might be stored in table 260, a table 
270 of Functions, and table 280 of Skill Set (col. 4, lines 58- 
61). Referring to figure 3b, the seller's Interface presents a 
series of questions such as questions regarding the candidate's 
most significant accomplishment in their previous job (col. 6, 
lines 46-53). Referring to figures 4a-4c, the seller's Interface 
presents levels of expanded characteristics for more-detailed 
selection (col. 7, lines 8-10). Figure 7e shows profile charts 
for three candidates. Figure 7g shows a candidate resume. 
Figure 7j shows a score card displaying a numerical score for 



Appeal No- 2003-1088 
Application No. 09/253,014 



Page 17 



each candidate for each characteristic of the Product Profile 
(col. 12, lines 56-59)- Figure 7m shows a Profile Summary and 
Action Plan for each of the candidates. In addition, an action 
log records the buyers scoring decisions, and any reasons for 
rejection. For example, the Action Log could report the number 
of candidates presented, and reasons for rejecting a large number 
of candidates (col. 13, lines 13-25). The Action Log is the 
basis for billing for system services, as both buyers and sellers 
pay a subscription fee for access to the system. Charges could 
also be made for connection time, database storage, etc. Each 
match that results in a completed transaction could also incur a 
charge to the buyer or seller (col. 13, lines 61-67) . The 
Seller's or Buyer's Interface could be run on the seller's or 
buyer's personal computer in a standalone mode with a diskette 
mailed back to the buyer with Product Profile hits (col. 14, 
lines 14-19). It is also contemplated that the system could be 
operated over the Ethernet, Wan, etc. 

Turning to Sharp, we find that Sharp is directed to an "on- 
line" auction that is stored and operated on an IBM Personal 
computer AT, which has been programmed to carry out the tasks 
needed to conduct on-line auctions and straight sales. The. 
auctions are for coins and other collectibles. The system is 



Appeal No. 2003-1088 
Application No. 09/253,014 



Page 18 



accessible to anyone with a computer terminal and a modem. In 
operation, users enter their bids in the form of messages. A 
toll-free number connects the user with the database for a one 
time fee and a monthly charge. Messages are completely private 
until Mintz or Blankley read them and transfer them to the 
network. The database has several different "auctions" or 
"trading floors." Collectors send messages offering their coins, 
then ship the coins in advance of the auction date. Blankley has 
them checked for authenticity and for the accuracy of the asking 
price. They are then stored in a bank vault and the message is 
transferred onto the auction portion of the database. If the 
coin is not acceptable, it is returned to the seller. The 
Company has advertised in USA Today. 

Turning to Wright, we find that Wright is directed to real 
estate auctions. Wright discloses that with an auction, sellers 
can set the day they would like their property to sell. Wright 
discusses the differences between sealed-bid, reserve and 
absolute auctions- Wright additionally discloses making bidders 
aware through the use of brochures, advertisements and 
announcements. We find no disclosure in Wright relating to 
computer-implemented auctions. 
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From the disclosure of Salmon, we agree with appellant 
(brief, pages 15-17) that Salmon is directed to a knowledge -based 
system for assisting a buyer in making decisions, and find no 
disclosure in Salmon relating to a computer- implemented auction. 

Two criteria have evolved for determining whether prior art 
is analogous: (1) whether the art is from the same field of 
endeavor, regardless of the problem addressed, and (2) if the 
reference is not within the field of the inventor's endeavor, 
whether the reference still is reasonably pertinent to the 
particular problem with which the inventor is involved. Ijy ye 
Clay . 966 F.2d 656, 658-59, 23 USPQ2d 1Q58, 1060 (Fed. Cir. 
1992). See also Tn i-e Deminski , 796 F.2d 436, 442, 230 USPQ 313, 
315 (Fed. Cir. 1986); In re Wood , 599 F.2d 1032, 1036, 202 USPQ 
171, 174 (CCPA 1979) . Because Salmon is not directed to a 
computer- implemented auction and does not relate at all to the 
auctioning of goods, we find that Salmon is non-analogous art, 
unrelated to either appellant »s field of endeavor i.e., computer- 
implemented auctions, or to any problem reasonably related to the 
problem that appellant has solved, i.e, conducting the auction, 
at least in part, based upon seller input relating to scheduling 
the auction. 
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From the disclosure of Sharp, we find that Sharp is 
analogous art because Sharp is related to the nationwide 
auctioning of collectible goods, in a system that is programmed 
on a computer, and is accessible to anyone with a computer and 
modem who pays to join the service. 

From the disclosure of Wright, we find that Wright relates 
to auctioning of real estate, and is not directed to computer- 
implemented auctions. Thus, because Wright is directed to 
auctions of real estate, and is not directed to a computer- 
implemented auction, we find that Wright is non-analogous art 
unrelated to either appellant's field of endeavor or to any 
problem reasonably related to the problem that appellant has 
solved. Because Salon and Wright are non-analogous art, we find 
no teaching or suggestion that would have motivated an artisan to . 
combine the teachings of these references with the disclosure of 
Sharp. In addition, while Sharp discloses an on-line auction, 
operated on a nationwide basis. Sharp relies upon Blankley and 
Mintz to review the messages before transferring them to the 
network. This is done for security purposes. In addition, in 
Sharp, users call the system and bid through the use of messages 
called in, and sellers ship their products for authentication and 
verification before they are listed in the system. Thus, sharp 
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does not disclose the use of seller input relating to scheduling 
the auction, for use, at least in part, in conducting the 
computer- implemented auction, as required by each of the 
independent claims 11, 20, 33, 40, 43, 49, 54, 55,. 133, 146, and 
212. In addition, with respect to the fifteen consecutive 
statements of obviousness made by the examiner, that we. referred 
to . supra , the examiner's subjective assertions of what would 
have been obvious to an artisan is not a substitute for evidence 
in the record. S£S In re Zurko . 258 F.3d 1379, 1386, 
59 USPQ2d 1693, 1697 (Fed. Cir. 2001), and m re PQQ,/ 
277 F. 3d 1338, 1345, 61 USPQ2d 1430, 1435 (Fed, Cir. 2002). The 
deficiencies of the cited references cannot be remedied by 
general conclusions about what the examiner considers to 
essentially be basic knowledge or common sense to one of ordinary 
skill in the art. As the examiner's assessments (answer, pages 5 
and 6) are not based on any evidence in the record, the 
examiner's unsupported opinion lacks substantial evidence 
support. To support the examiner • s opinions of obviousness, the 
examiner needs to point to some concrete . evidence in the record 
in support of these findings. To hold otherwise would render the 
process of appellate review for substantial evidence on the 
record a meaningless exercise. Sbj^ B^ltinrioy^ & Ohio R.R- Co, v. 
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Aderdeen & Rockfish R.R. Co, , 393 U.S. 87, 91-92 (1968) 
(rejecting a determination of the Interstate Commerce Commission 
with no support in the record, noting that if the Court were to 
conclude otherwise "[t]he requirement for administrative 
decisions based on substantial evidence and reasoned findings -- 
which alone make effective judicial review possible would 
become lost in the haze of so-called expertise"). 

From all of the above, we find that the examiner has failed 
to establish a prima facie case of obviousness of claims 11, 13, 
16, 18-23, 33, 35, 39-41, 43-45^ 49, 50, 54, 55, 64-70, 74-85, 
90, 93-96, 133-146, and 148-218 under 35 U.S.C. § 103(a). 
Accordingly, the rejection of claims 11,. 13, 16, 18-23, 33, 35, 
39-41, 43-45, 49, 50, 54, 55, 64-70, 74-85, 90, 93-96, 133-146, 
and 148-218 under 35 U.S.C. § 103(a) is reversed. 

In addition, with respect to the rejection of claims 12, 14, 
15, 17, 24, 25, 34, 36-38, 42, 46-48, 51-53, 71-73, 85-89, 91, 
92, 98, 99, and 147, for which the examiner additionally relies 
upon "Internet Providers - Take Next Step Toward Electronic 
Commerce," Debenedictis, or Keithley, we reverse the rejection of 
these claims as these references fail to make up for the 
deficiencies of Salmon, Sharp and Wright. Although we find. 
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sua sponte , that figures 28-32 of Debenedictis relate to 
application of Debenedictis* invention to a cott^uterized on-line 
auction, we find no disclosure in Debenedictis relating to the . 
use of seller input regarding scheduling of the. auction being 
used, at least in part, to conduct an auction. In addition, 
Keithley refers to use of his method of accessing industry- 
specific information with auctions (col. 1, line 32); discloses 
the auctioning of real property (col. 6, lines 32-34); discloses 
allowing Real Estate Agents access to privileged information not 
available to the public, including notations entered into the 
file by listing agents, that relate to Auction Profiles (col. 8, 
lines 20-25) ; and auction information from property profile 
databases relating to auctions (col. 10, lines 58-64) . However, 
we find no teaching or suggestion in Keithley relating to the use 
of seller input regarding scheduling of the auction being used, 
at least in part, to conduct an auction. 
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CONCLUSION 



To summarize, the decision of the examiner to reject claims 
148-151, 154-157, 160-163, 166-169, 172-175, 178-181, 184-187, 
190-193, 196-199, 202-205, and 213-216 under 35 U.S.C. § 112, 
first paragraph is reversed. The decision of the examiner to 
reject claims 11-25, 33-55, 64-99, 133-218 under 35 U.S.C. 
§ 103(a) is reversed. 



REVERSED 




Administrative Patent Judge 
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In re Patent Application of 



Group Art Unit 2763 
Examiner: D. Snuth 



Thomas G. Woolston 

Application No.: 09/253,021 

Filed: Fcbniaiy 19, 1999 

For: FACILITATING INTERNET 
COMMERCE THROUGH 
INTERNETWORKED AUCnONS (as 
amended) 

Assistant Cotnxnissioncr for Patents 
Washington, D.C. 20231 

AMENDMENT 

Sin 

In response to the office action mailed June 7, 2000, please amend the application as 
follows: 

INTHECLAIMS 
Please cancel claims 26-37 and 51-55 without prejudice or disclaimer. 

Please amend claims 17-25, 38 and 39 as follows: 

17. (amended) An automated f AT metho d, perfoimed by a computer-based 

auction system, for enabling a seller to auction [auctioning an] a uniquely identified item [with a 

computerized electronic database of data records on the intemet] via the Internet to one or more 

potential buyers, the method comprising: 

recyuiring the seller to establish a seller's account the seller's account being based 

at least on the seller^s identity and a financial instrument associated with the seller. 
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receiving infonnation from the seller including a description of an item offered 
for auction by the seller 

creating a data record containing a description of [an item, said] the item based on 
the information received from the seller, the data record connoting an ownership interest by the 
seHer in the item, the data record being stored in a [in said item to a seller participant on said] 
computerized electronic database [of said data records] maintained by the computer-based 
auction system ; 

generating an identification code to uniquely identify the [said] item; 

scheduling an auction for [said item at] the itein, the auction to be hosted by the 
computer-based auction system [said computerized database of records]; 

presenting [said] the item for auction to an audience of participants through a 
worldwide web mapping module executing in conjunction with the [said] computerized database^ 
the [said] worldwide web mapping module translating information from ^ [said] data record 
[on said computerized database of records] to a hypertext maxk yxp language format for 
presentation through the Internet [internet]; 

receiving bids on ^ [said] item from participants via [on] the Internet [internet] 
through an auction process that executes in conjunction with ^ [said] computerized database 
[of data records]; 

terminating the [said] auction for the [said] item when tibe [said] auction process 
encounters [reaches] predetermined criteria; 

notifying a winning [an] auction participant that the winning auction participant 
has entered a [of the] high bid in the [said] auction process; [and] 



BD0004796 



AiBendmeiiC 

SentI No. 09/253,021 



July 28, 2000 
Pace 3 



providing the [said] unique identification code to the winning [said] auction 
participant [with said high bid] to uniquely identiiy the [said] item : and 

charging a fee to the seller*s account based on an amount of the high bid 

18. (amended) The method of claim 17 fuithcr comprising: 
accepting payment infonnation from m [said] auction participant before 

accepting bids at the [said] auction process from the [said] auction participant 

19. (amended) The method of claim 17 furthei comprising: 

contracting with the [said] seller [participant] to create a binding offer to auction 
the [said uniquely identified] item through [said] auction process. 

20. (amended) The method of claim 17 finther comprising: 

providing payment instructions to the winning auction [said internet] participant 
[with said high bid] in ^ [said] auction process. 

21. (amended) The method of claim 18 wherein the [said] payment information 
comprises [is] credit card payment information and further comprising: 

processing the [said] credit card payment infonnation to authorize [said] payment 
before accepting a bid from ^ [said] auction participant 

22. (amended) An apparatus for conducting fiiDy automated simultaneous 
Internet [internet] auctions , the apparatus comprising: 
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a computer systeni operationally coimccicd to the Internet [internet]; 

a process execnting on the computer system for automatically establishine a 
seller's account based on information received from a seller, the seller's account being based at 
least on the seller's identity and a financial instrument associated with the seller 

a storage device operationally connected to the [said] computer system^ the [said] 
storage device storing [having] a database of dau records, each [said] data record [records] 
identifying an item to be auctioned [for auction on the mtcmct] by &c [said] computer system: 

a data interface operationally connected to ^ [said] computer system^ the [said] 
data interface providing [an] electronic cotmectivity [cormection] between [said] ^ computer 
system and the Internet [internet]; 

a worldwide wel^tcKiatabase mapping module, the [said] worldwide web^to^ 
database mapping module providing a link between a hypertext mark up language page server 
and the [said data] storage device [having data records of said items for auction]; 

an electronic mail module operationally cormected to the [said] data interface and 
executing on the [said] computer system, the [said] electronic mail module providing an 
information link to the [a] seller of the [an] item for auction [that is] represented by ti^ [said] 
data record stored by the [of said item for auction in said data record on said] data storage 
device; [and] 

the [said] computer system executing an auction pi ogi am that schedules multiple 
simultaneous auctions of items [for auction on the internet], the [said] auction program 
automatically determining an opening bid for a particular item and determining whether the 
particular auction is with or without reserve ; and 
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a process executing on the computer system for automatically charging the 
seller's account a fee amount corresponding to a result of the auctioD . 

23. (amended) The apparatus of claim 22 further comprising: 

a transaction processing module connected to the data interface, the [said] 
transaction processing module receiving payment information from participants of ^ [said] 
multiple simultaneous auctions. 

24. (amended) The apparatus of claim 22 furtba* comprising: 

a tracking code generator module connected to the [said] data interface, the [said] 
tracking code generator module generating tracking codes to uniquely track [said] items for 
auction. 

25. (amended) The apparatus of claim 23 fiirthcr comprising: - 

an accounting module coimected to die [said] transaction processing module, ^ 
[said] accounting module maintaining the sellers' accounts for selleT3 in the multiple 
simultaneous Internet auctions [financial accounts for said seller of an item for auction at said 
simultaneous internet auction apparatus]. 

38. (amended) A method , performed by a computer-based auction system, for 
auctioning used goods and collectibles using [with] a computerized electronic database of data 
records maintained by the auction system, the method comprising: 
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requiring a seller to establish a seller's account, the seller's account being based at 
least on the seller's identity and a financial instrument associated with the seUen 

creating a data record containing a description of a unique used or collectable 
good, the [said] data record connoting an ownership interest by the seller in flie [said] unique 
used or collectable good [to an entity on said computerized electronic database of said data 
records]; 

entering in ^ [said] data record a reserve price for 4e [said] unique used or 
collectable good; 

scheduling an auction for the [said] unique used or collectable goo d, the auction 
being hosted by the computer-based auction system [at said computerized electronic HaraKn^ of 
records]; 

presenting die [said] used or collectable good for auction to an audience of 
participants through a worldwide web mapping module executing in conjunction with Ae [said] 
computerized electronic database of records, the [said] worldwide web mapping module 
translating mformation from the [said] data record [on said computerized electronic f^^^ta basff of 
records] to a hypertext mark up language for prcscnUtipn via the Internet to the [said] audience 
of participants [through the internet]; 

receiving bids at the auction system via the Internet for &c [said] unique used or 
collectable good from participants [on the internet at said computerized electronic database of 
data records]; 

terminating ibe [said] auction for the [said] tmique used or collectable good when 
an auction process [executing in conjunction with said computerized electronic database of 
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records] reaches a predctcrmbed lerniination point [at said computerized electronic database of 
data records]; [and] 

debiting the seller's account for a fee amount coiresponding to a result of the 

auction: and 

notifying a winning [an] auction participant of a [the] successful high bid [at said 
computerized electronic database of data records]. 

39. (amended) An apparatus for conducting fully automated simultaneous 
Internet [internet] auctions , the apparatus comprising: 

a computer system operationally connected to the Internet [internet]; 

a process executing on the computer system for automatjcalhy establishing a 
seller's accoimt based on information received from a seller, the seller's account being based at 
least on the seUer's identity and a financial instrument associated with the seller; 

a storage device operationally connected to the [said] computer system, the [said] 
storage device storing [having] a data record in a database of data records^ wherein ^ [said] 
data record identifies an item to be auctioned by the computer system via the Internet [a good for 
auction on the internet by said computer]; 

a data interface operationally connected to ^ [said] computer system, the [said] 
data interface providing [an] electronic coimectivitv [cormcction] between ttw [said] computer 
system and the Internet [internet]; 

a worldwide web^to^tabase mapping module, the [said] worldwide web^to^; 
database mapping module providing a link between a hypertext mark \xp language page server 
and the [said] storage device [having data records of said goods for auction]; 
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an electronic mail module operationally connected to the [said] data interface and 
executing on the [said] computer system, the [said] electronic mail module providing an 
information link to the [a] seller of the item [a good] for auction [that is] represented by the 
[said] daU record stored by the [of said good for auction in said data record on said] storage 
device; [and] 

the [said] computer system executing an auction program that schedules multiple 
simultaneous auctions of items [goods for auction on the internet], the [said] auction program 
automatically determining an opening bid for a particular item [good] and dctcmiining whether 
the particular auction is with or without reserve, ^ [said] auction program providing auction 
results via the [said] electronic mail module to the [said] seller and a highest bid auction 
participan t: and 

a process executing on the computer system for automatically charging the 
seller's account a fee amount corresponding to a result of the auction . 

Please add new claims 63-103 as follows: 

-63. (new) A computer-implemented method of facilitating Internet-based auctions, the 
method comprising: 

requiring a seller to establish a seller's account, the seller's account being based at least 
on the seUer's identity and a financial instrument associated with the seller, 

initiating an Internet-based auction for an item offered by the seller, and 

debiting the seUer's account for a fee amount corresponding to a result of the auction. 

64. (new) The method of claim 63 wherein requiring the seller to establish a seller's 
account conqmses: 
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receiving account information from seller, the received account information comprising 
identity information and financial instrument information; 

verifying the account information received from the seller, and 
establishing a seller's account for the seller. 

65. (new) The method of claim 63 wherein the financial instrument comprises a credit 
card, a debit card or a debit account 

66. (new) The method of claim 63 fiirthcr comprising receiving item infonnation fiDm 
the seller, the received item infonnatiori comprising a description of an item offered for auction 
by the seller. 

67. (new) The method of claim 66 wherein the received item information fiarther 
comprises an item category designated by the seller. 

68. (new) The method of claim 66 further comprising creating a data record based on the 
received item information. 

69. (new) The method of claim 63 wherein initiating the auction for the seller's item 
comprises: 

receiving item information from the seller, the received item information including a 
description of an item offered for auction by the seller; 

creating a data record based on received item infonnatioo; 

mapping the created data record to an Internet-compatible format; and 

presenting the item to one or more potential bidden. 

70. (new) The method of claim 69 further compnsmg: 
receiving at least one bid from the one or more potential bidders; and 
te rminatin g the auction upon occurrence of a predetermined event 
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71. (new) Ttc method ofclaim 70 wherein the prcdctcnniBcd event comprises a lapse of 
a time duration. 

72. (new) The method of claim 70 wherein the predeteraiincd event comprises the 
receipt of a final high bid. 

73. (new) The method of claim 70 wherein the predclcnnincd event comprises receiving 
a bid that meets a seller-specified reserve price. 

74. (new) The method of claim 63 wherein debiting the seller's accoimt comprises: 
automatically calculating the fee amount based on a result of the auction; and 
automatically charging the calculated fee amoimt to the seller's financial instrument 

associated with seller's account 

75. (new) The method of claim 63 wherein the fee amount is based, at least in part, on a 
final sales price of the item. 

76. (new) The method of claim 63 wherein the fee amount is based on a percentage of a 
final sales price of the item. 

77. (new) The method of claim 63 wherein the fee amount represents a seller's 
commission paid to an entity hosting the Internet-based auction. 

78. (new) The method of claim 63 wherein the fee amount is based on one or more 
parameters other than final sales price of the item. 

79. (new) The method of claim 63 wherein debiting the seller's accoimt occurs upon 
conclusion of the auction. 
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80. (new) The method of claim 63 wherein debiting the seller's account ocoire prior to 
conclusion of the auction. 

8 1 . (new) The method of claim 63 wherein debiting the seller's account is independent 
of a sales transaction between the seller and.a buyer of the item. 

82. (new) The method of claim 63 wherein the seller must establish a seller's account 
before the seller is allowed to initiate auctions. 

83. (new) The method of claim 63 further comprising: 

after establishing a seller's account, receiving item information from the seller describing 
an item to be auctioned; 

prior to initiating an auction, automatically generating a data record concsponding to the 
seller's item to be auction; and 

wherein the Internet-based auction for the item offered by the seller is initiated 
automatically based on the automatically generated data record. 

84. (new) The method of claim 63 wherein the computer-implemented method of 
facilitating Internet-based auctions is performed by a conaputer*based auction system under a 
first entity's control, and wherein the method further comprises: 

requiring the seller to establish the seller's account comprises verifying the seller's 
identity and the financial instrument information; 

receiving information fit>m a computer system independently operated by the seller, the 
received information describing an item to be auctioned; and 

wherrin the Internet-based auction for the seller's item is initiated while the item reznains 
outside of the first entity's possession. 

85. (new) The method of claim 84 wherein the Intemet*based auction for the seller's 
item is initiated ^le the item remains outside of the first entity's control. 
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86. (new) The method ofclaim 84 wherein the Inlcmct-bascd auction for the seller's 
item is initiated while the item remains in the seller's possession and control. 

87. (new) A computer-based auction system for facilitating Internet-based auctions, the 
auction system comprising: 

(a) a computer system in communication with the Internet and capable of executing a 
plurality of substantially simultaneous processes; 

(b) one or more processes executing on the computer system to perform the following: 

(i) establish a seller's account based on information received from a seller, 
the seller's account being based at least on the seller's identity and a 
financial instrument associated with the seller, 

(ii) initiate an auction instance based on information received from the seller 
describing an item offered for auction by the seDer, and 

(iii) charge the seller's account a fee amount based on the initiated auction 
instance. 

88. (new) The auction system of claim 87 wherein the initiated auction instance 
comprises an independent auction instance executing substantially simultaneously with a 
plurality of other auction instances. 

89. (new) The auction system of claim 87 wherein the one or more processes executing 
on the computer system are capable of automatically generating a plurality of independent 
auction instances that execute substantially simultaneously. 

90. (new) The auction systinn of claim 87 wherein the initiated auction instance is 
specific to a particular item or to a lot of related items. 

91. (new) The auction system of claim 87 wherein the initiated auction instance is 
specific to a particular seller. 
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92- (new) The auction system ofclaim 87 wherein the initiated auction instance 
corresponds to a plurality of unrelated items, 

93. (new) The auction system of claim 87 wherein the initiated auction instance 
corresponds to a plurality of unrelated seUers. 

94. (new) The auction system ofclaim 87 wherein the fee amount charged to the seller's 
account represents a seller's commission. 

95. (new) The auction system ofclaim 87 wherein the fee amount charged to the seller's 
account depends on a final sales price of the item being auctioned. 

96. (new) The auction system ofclaim 95 wherein the fee amount charged to the scUer's 
account comprises a percentage of the fmal sales price of the item being auctioned. 

97. (new) The auction system ofclaim 87 wherein the financial instmrneot associated 
with the seller comprises a credit card, a debit card or a d^it account 

98. (new) The auction system of claim 87 wherein initiating an auction instance 
compnsesc 

automatically generating a data record corresponding to the seller's item to be auctioned; 

and 

automatically initiating the auction instance based on the automatically generated data 

record. 

99. (new) The auction system ofclaim 87 wherein: 

the computer-based auction system is under a first entity's control; 
the information describing the item offered for auction is received from a computer 
system independently operated by the seUer, and 
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the auction instance for the seller's item is initialed while the item remains outside of the 
first entity's possession. 

100. (new) The auction system of claim 99 wherein the auction instance for the seller's 
item is initiated while the item remains outside of the first entity's control. 

101. (new) The auction system of claim 99 wherein the auction instance for the seller's 
item is initiated while the item remains in the seUer's possession and control. 

102. (new) A computer-implemented method ofconductinglntemct-hascd auctions, the 
method comprising: 

receiving account information from a seller, the received account information identifying 
the seller and a financial instrument associated with the seller, 

automatically establishing a seller's account based on the received accomit information, 
the seller's account being associated with the seller from whom the account information was 
received; 

receiving item information from the seller, the received item information comprising a 
description of an item to be offered for auction by the seller; 

automatically generating a data record concsponding to the item to be offered for auction 
based on the received item information; 

automatically mapping the generated data record to an Internet-compatible presentation 

format; 

automatically initiating an auction for the item, the initiation of the auction including 
making available for presentation via the Internet the mzp^ed Internet-compatible presentation 
format; 

receiving via the Internet at least one bid for the item from one or more bidders; 
automatically terminating the auction upon occurrence of one or more predetermined 

events; 

automatically notifying a winning bidder of winning the item at a final bid price; 
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automatically calculating a fee amount to be charged the seller based on the final bid 
price; and 

automatically debiting the seller's account for the calculated fee amount 

103. (new) An automated method, pcrfonncd by a computer-based auction system, for 
conducting multiple simultaneous person-to-person auctions via a computer auction system 
connected to a data packet network via the word wide web in a fully automated, topicaUy 
arranged system that can be searched by topical categories, and wherein sellers and buyers are 
automatically and immediately notified via email when an auction is completed, the computer- 
based auction system being under the control of a first entity, the method comprising: 

establishing a seller's account in the computer-based auction system wherein the seller, 
via an independently operated seller's computer system, specifies a financial instrument against 
which a seller's commission may be automatically charged by the computer-based auction 
system; 

after establishing the seller's account, receiving via the data packet network bxm the 
seller a description of an item offered for auction, the received description including a category 
selected bom a list of categories provided by the auction system; 

in response to receiving a description of an item for auction from a seller, generating a 
unique tracking identifier for the item; 

displaying, in response to a search request from a buyer, the description of the item for 
auction in a presentation format via the world wide web, the display iix:luding advertisements 
that generate revenue for the auction system; 

automatically auctioning the item for auction posted by the seller, the auction being 
conducted the item for auction remains outside of the first entity's possession; 

receiving at least one bid for the item for auction fiom at least one bidder via a world 
wide wd) interbcc; 

automatically calculating a seller's commission based on the final bid price for the item 
for auction; and 

automatically chargmg the seller via the seller's account the calculated seller's 
commission.— 
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REMARKS 

The helpful consideration shown by Examiners Smith and Teska during the personal 
interview conducted on July 26, 2000, is noted with appreciation. As agreed during the 
interview, the foregoing amendments clearly distinguish the claims over the art of record. 
Accordingly, reconsideration and allowance of this application are requested In addition, 
because this application previously was withdrawn from issue by the USPTO, expedited 
handling and issuance are earnestly solicited. 

Claims 17-25, 38, 39 and 63-103 are now pending with claims 17, 22, 38, 39, 63. 87, 102 
and 103 being mdepcndcnt Gaims 26-37 and 51-55 have been cancelled, claims 17-25, 38 and 
39 have been amended, and claims 63-103 are newly presented for examination. 

For the reasons set forth at pages 2-15 of the office action, claims 17-39 and 51-55 were 
rejected under 35 USC 103(a) as allegedly being unpatentable over various combinations of 
"Save the Earth .** ' ^Computer Museum. " "Experimental Maricet Economics^ * *Annv Knives to 
Gold Coins " Nahan (U.S. Patent No. 5,664,1 1 1) and multiple assertions of "ofBcial notice", 
both express and implicit, made throughout the office action. These rejections, their underlying 
rationale, and the assertions of official notice are traversed in their entirety. 

However, without conceding the propriety of the Examiner's position, and solely to 
expedite allowance and issuance, each of the independent claims has been amended to include a 
"seller's account" feature. For example, independent claim 17 as presented recites an automated 
method, perfonned by a computer-based auction system, in which the seUer is required to 
establish a seller's account, which is based at least on the scDer'a identity and a financial 
instrument associated with the seller, and which is charged a fee based on an amotmt of a hi^ 
bid. Support for this feature can be found in the specification, figures ariH claims, among other 
locations, at page 8, line 24 through page 9, line 1 ; page 9, lines 1 1-14; page 16. lines 9-16; page 
22, lines 10-19; Figures 2 and 7; claim 25 and cancelled claims 30 and 32. Each of the other 
independent claims - 22, 38, 39, 63. 87, 102 and 103 - recites a corresponding seller's account 
feature. Accordingly, aU pending claims are allowable over the art of record at least for this 
reason. 
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As explained and agreed during the interview, the cited references - whether taken alone 
or in combination - fail to teach or suggest a seller's account feature as recited in the claims. 
Each of Save the Earth. Computer Museum and Army Knives to Gold Coins discloses a "single- 
entity" auction in which only a single entity (for example, the sponsoring organization) 
effectively is auctioning items. Accordingly, there is no teaching or suggestion, or reason for 
having, sellers* accounts in those auctions. In particular, the statement at page 2, paragraph 1, of 
From Army Knives to Gold Coins regarding instructions on how users may sign up does not 
teach or suggest requiring a seller to establish a seller's account that is charged a fee based on an 
amount of a winning high bid, as recited in independent claim 17. 

The remaining references - Experimental Maricet Economics and Nahap - also fail to 
disclose or suggest requiring a seller to establish a seller's account that is charged a fee based on 
an amount of a winning high bid as recited m independent claim 17. Moreover, a person of sloll 
m the art would not have been motivated to combine the teachings of any of the cited auction 
references (Save the Earth, Computer Museum and Army Knives to Gold Coins) with either of 
Experimental Market Economics or Nahan . 

As its title suggests. Experimental Maricet Economics relates to a theoretical academic 
exercise. Consequently, a skilled artisan seeking to develop an online auction system would be 
discouraged from looking to Experimental Market Economics because it would provide Httie, if 
any, guidance in the practical logistics of developing or operating a commercial auction system. 

Similarly, Nahan relates to a multimedia presentational and marketing system in which 
customers in an art dealcars' gallery can view images of another art dealer's inventory. A person 
of skill would property have regarded Nahan as insq^pbcable to» and unhe^fiil in developing, an 
online auction system. Among other reasons, an artisan seeking to develop an auction system 
would be discouraged from looking to Nahan because Nahan denigrates auctions as being 
inadequate for Nahan*s intended purpose. See, e.g., Nahan at cohmm 4, lines 23-26. 

Accordingly, at least for the foregoing reasons, a skilled artisan would have % 
disincentive to look to the teachings of Experimental Market Economics or Nahan, and thus 
neither of these references can properly be combined with Save the Earth, Computer Museum or 
Army Knives to Gold Coins . Claim 17 is allowable over the cited references also for this 
additional reason. 
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The nolcd difTcrences from the cited references provides the auction method of claim 17 
with several advantages. For example, requiring a seller to establish a seller's account helps 
ensure ihc validity and identity of sellers using the auction system. Further, establishing a 
seller's account that can be charged a fee based on an amount of a high bid (e.g., a seller's 
commission) helps protect the financial interests of the entity controlling the auction system. 

Accordingly, bdepcndent claim 17 is allowable at least for the foregomg reasons. As 
noted above, each of the remaining independent claims - 22, 38, 39, 63, 87, 102 and 103 - has 
been amended to recite a corresponding seller's account feature, and thus is allowable at hast for 
that reasoa Each of the remaining claims depends directly or mdirectly from one of the 
independent claims. These dependent claims are aUowable at least for the reasons that their 
respective independent claims are allowable and for reciting allowable subject matter in their 
own right Independent consideration and allowance of Ac dependent claims are requested. 

Lastly, ^plicant submits that the Examiner's statements of official notice are impjup er. 
As explained in MPEP 2144.03, official notice can properly.be used only to establish facts that 
capable of "instant and unquestionable demonstration as being well-known.** Inre Ahlert, 424 
T2d 1088, 1091 (CCPA 1970). Moreover, official notice may be used only to **fill the gaps'" and 
cannot be used as **the principal evidence upon which a rejection is based,*" AhlerL 424 F^d at 
1088, or as the motivation for combining or modifying references. Ex Parte Grocbowski, No. 
95-1343, slip op. at 5 (Bd Pat App. & InL June 27, 1995). Accordmgly, applicant her^ 
challenges the Examiner's assertions of official notice and other various assertions of &ct 
qrpeaiing throughout the office action. However, because agreement was reached during tiie 
interview regarding claim amendments that place Ae application in coixiition for allowance, the 
i mpr oper st atem ents of official iM>tice are moot however, the Examiner continues to reject 
the claims, ^licant submits that the explicit and implicit assertions of official notice must be 
retracted or supported by citation to' appropriate prior art references. In that event, applicant 
further reserves the right to provide additional or more specific rationale traversing the 
Examiner's assertions in the office action. 
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In view of the foregoing amendments and rcmaiks, this qjplication is in condition for 
allowance, and a notice thereof is requested 

Respectfully submitted, 

BURNS, DOANE, SWECKER & MATHIS 

Dale: July 28, 2000 



P.O.Box 1404 
Alexandria, VA 22313-1404 
Phone (703) 836-6620 
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PROTEST UNDER 37 C.F.R. § 1.291(a) 
U.S. Patent Application Serial No.: 09/253,014 



IN TEE UNITED STATES DISTRICT COURT 
EASTERN DISTRICT OF VIRC3NIA 
Norfolk Division 



^ ^"^ FILED 
0CT2 \ 2002 

MERCEXCHANGE, LX-C, l !!^"'"' Nctfoi ^^ I^^^ 

Plaintiff, 

V. Civil Action No. 2:01cv736 

eBAY,INC.,etaL, 

Defendants, 

ORDER AXP OPINION 

On May 30, 2002, the court heard oral argument on a numher of Motions for Summary 
Judgment filed by the parties in this case. On July 1 0, 2002, the court issued an Opinion with 
respect to two of the Motions, and deferred issuing a ruling on the remaining three Motions until 
the outcome of the Markman ^ hearing, which was held on July 30 and 31, 2002. Based on the 
court's Opinion on the Markman issues, the court is prepared to issue an Opinion on the 
outstanding Motions for Summary Judgment. These Motions include defendant eBay*s Motion 
for Summary Judgment tiiat all claims of U.S. Patent No. 6;202,05l C*the *051 pat^t") are 
invahd for an inadequate written description; plaintiff MexcExchange^s Cross-Motion for 
Summary Judgment that all claims of the '051 patent are valid for an adequate written 
description; and defendant Half.com's Motion for Summary Judgment that claims 1-9 and 29-41 
of U.S. Patent No. 6,085,176 C'the '176 patenf *) are invalid pursuant to 35 U.S.C, §§ 102(a) 
and/or 1 02(g). For the reasons more fully articulated below, the court GRANTS in part and 
DENIES in part eBay's Motion, GRANTS in part and DENIES in part the plaintiffs Cross- 



» Markman v, Westview Instruments, Inc>. 52 F.3d 967, 976 (Fed. Cir. 1995), afPd, 517 
U.S. 370, 116 S. a. 1384 (1996). 



Motioii, and DENIES HalEcom's Motion. 
I. Factual Backgrouad 

The court dispenses with the factual and procedural background in this Opinion, as it is 
explicitly detailed in the court's October 1 8, 2002 Order and Opinion ("MaTkman Opinion"). 
!!• Standard of Review 

In patent cases, as well as in all other cases, summary judgment is appropriate when it is 
apparent from the entire record, viewed in light most favorable to the non-moving party, that 
thoe are no genuine disputes of material fact. See Qark v. Alexander. 85 F.3d 146, 150 (4th Cir. 
1 ^^^i see also Celotex Corn, v. Catrett, 477 U.S. 317, 322-24. 106 S.a. 2548 (1986); United 
States V. Diebold. 369 U.S. 654, 655, 82 S. a. 993 (1962). When a court declines to grant 
summary judgment, sufficient evidence must exist favoring the nonmoving party which would 
allow a reasonable jury to return a verdict for that party. See Anderson v. Liberty Lobbv. lac, 
477 U.S. 242, 250, 106 S.Ct. 2505 (1986), 

A properly supported taction for summaiy judgment may not be defeated by 'the mere 
existence of some alleged factual dispute between the parties." 14 at 247-48. The requirement is 
that there are no genuine issues of material fact. See id. Entry of summary judgment is 
mandated "against a party who fails to make a showing sufficient to establish the existence of an 
element essential to that party's case, and on which that party will bear the bitrden of proof at 
trial." Celotex, 477 U.S. at 322. Although an infiingemenl analysis usually involves both 
questions of fact and issues of law, summary judgment of noninfringement may still be proper. 
See Nike. Inc. v. Wolverine Wbrld Wide, Inc„ 43 F.3d 644, 646 (Fed. Cir. 1994); Chemical 
Enp'g'CorD. v. Essef Indus., Inc. 795 F.2d 1565, 1571 (Fed, Cir. 1986). A good faith dispute 
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about the meaning and scope of asserted claims does not, in and of itseU^ create a genuine dispute 
to preclude summary judgment in patent cases. See Lantech. Inc. v. Keip Mach, Co.. 32 FJd 
542, 546 (Fed. Cir. 1994). 

All issned patents are presumed valid by statute. 35 U.S.C. § 282. This presumption of 
validity extends to all bases for challenging a patent's validity. See Panduit Co jp v nennigrm 
Mf^. Co.. 810 F.2d 1 561 , 1 570 (Fed. Cir. 1 987). "When a patent has been examined and duly 
granted, judicial review must give due weight to the presumption of vaHdity, The presumption of 
validity is based on the presumption of administrative correctness of actions of the agency 
charged with examination of patentability," Applied Materials, Inc. v. Advanc ed Semiconductor 
Materials Am., Inc., 98 F.3d 1563, 1569 (Fed. Cir. 1996) (citations omitted). However. "[t]he 
courts are the final arbiter of patent validity and, although courts may take cognizance of, and 
benefit from, the proceedings before the patent examiner, the question is ultimately for the conrts 
to decide, without deference to the rulings of the patent examiner/' Quad Envtl. Tech. Coro. v. 
Union Sanitary Dist., 946 F.2d 870, 876 (Fed. Cir, 1991). 'The underlying determination of 
invalidity, however, muist be predicated on facts established by clear and convincing evidence." 
Roclcwell Inf 1 Corp. v. United States, 147 F.3d 1358, 1362 (Fed. Cir. 1998). 

m. Defendant eBay's Motion for Summary Judgment and Plaintiffs Cross-Motioii for 
Summary Judgment 

There are two Motions regarding the '051 patent that remain pending. Defendant eBay's 
Motion for Summary Judgment that all claiins of the *051 patent are invahd for an inadequate 
written description, pursuant to 35 U.S.C. § 112 ^ 1, and the plaintiff's Cross-Motion for 
Summary Judgment that all claims of tiie *051 patent arc vaUd for an adequate written 
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description. Iq its My 10, 2002 Order and Opinion, the conrt deferred its ruling on these 
Motions until after tiie Markman hearing. Based on the claims constnictions in the court's 
Markman Opinion, the court GRANTS in part and DENIES in part the defendant's Motion, and 
GRANTS in part and DENIES in part the plaintiffs Motion. 
A. Written Description Standard 

Section 1 12 requires that "[t]he specification shall contain a written description of the 
invention, and of the manner and process of making and using it in such full, clear, concise, and 
exact terms as to enable any person skilled in the art to which it pertains ... to make and use the 
same." 35 U.S.C. § 112, If 1; see ^ Johnson Worldwide Assoc.. Inc. v. Zebco Corp.. 175 F.3d 
985, 993 (Fed. Cir. 1999) The Court of Appeals for the Federal Circuit has held that "[t]he 
question is not whether a claimed invention is an obvious variant of that which is disclosed in the 
specification. Rather, a prior plication itself must describe an invention, and do so in sufficient 
detail that one skilled in the art-can clearly conclude that the inventor invented the claimed 
invention as of the filing date sought" Lockwood v. American Airlines, Inc 107 F.3d 1565, 
1572 (Fed. Cir. 1997). "[A]n applicant complies with the written description requirement 'by 
describing the invention, with all its claimed Innitations' ... using *such descriptive means as 
words, structureSj figures, diagrams, formulas, etc., that set forth the claimed invention.*" 
Regents of the Univ. of Cal, v. EU Lillv & Co. 119F,3d 1559, 1566 (Fed. Cir. 1997) (quoting 
Lockwood, 107 F3d at 1572). However, "[i]n order to satisi^^ tiie written description 
requirement, the disclosure as originally filed does not have to provide in hacc verba support for 
the claimed subject matter at issue.'* Purdue Pharnia L J, v. Faulding, Xnc 230 F.3d 1320, 1323 
(Fed, Cir. 2000); accord Lockwood 107 F.3d at 1572. "[T]he test for sufi&ciency of support in a 



patent appKcation is whether the disclosure of the apphcation relied upon 'reasonably conveys to 
the artisan that the inventor had possession at the time of the later claimed subject matter/" 
Ralston Purina Co. v. Fai-Mar-Co. Inc.. 772F.2d 1570, 1575 (Fed. Cir. 1985) (quoting lare 
Kaslow, 707 F.2d 1366, 1375 (Fed. Cix. 1983)). "It is not suflBcient for pmposes of the written 
description requirement of § 1 12 that tiie disclosure, when combined Tvith the knowledge in the 
art, would lead one to speculate as to modifications that the inventor might have envisioned, but 
failed to disclose/' Lockwood 107 F.3d at 1572. 
B. Defendant's Motion 

Defendant eBay argues, that two terms, which arise in numerous claims of the *051 patent, 
are not adeqmtely supported by the written description Specifically, the defendant contends tbat 
the plaintifiPs original application filed in April of 1995, see U.S. Patent Application No. 
08/427,820, Def's Mot,, Dkt. 46, Ex, 1 ("Application"), did not contain a description of a 
"seller's account** or the process of "debiting a seller's account a commission or fee," which are 
flie bases for claims 1, 6, 10, 11, 12, 36, 51, and 52 of the '051 patent The defendant contends 
that the inventor did not include any reference to a "seller's account*' until after he had been an 
eBay user for two years. The court will address each of these terms separately. 
1. Seller's account 

The defendant contends that the inventor did not envision a seller's account when the 
Application was filed, and points to page 8 of the Application, where the plaintiff specified that 
the '"buyer, hereinafter participant' could access the consignment node system." Application at 
p. 8, L 7. From this, the defendant argues that only buyers can be participaats in the system 
because by specifically defining a participant to be a ''buyer " the plaintiff precluded participant 



from including "seller." Moreover, the defendant contends that the written description is devoid 
of any reference to a seller's account, claiming that the inventor did not add that feature \mtil 
after viewing it on eB ay*s website, 

In support of its position that a "seller's account" has an adequate written description, the 
plaiatiflf provides declarations by two professors of computer and information science who are 
allegedly qualified to address their testimony to those of ordinary skill in the art of electronic 
networking, auctioning systems and cormnerca These individuals have identified at least 15 
instances where the plaintiffs Application discloses that a participant can be a buyer, seller, or 
both. See e.g.. Application at p. 3, 110 (*Tarticipants, e.g., customers and collectors (hereinafter 
'participants*..."); ii at p. 4, 1. 23 - p. 5, L 3 {"By the interaction of a plurality of participants 
buying and seUiag collectibles on a consignment node, posting *buy at' and *sell at' quantities 
and prices the consignment node may establish a market or become a *market maker' for 
collectable goods."). Purthermore, the plaintiff argues that the language of claim 12 of the 
origiaal application supports a seller's account, which by itself provides adequate written 
description support See Union Oil Co. of Cal, v. Atlantic Richfield Co.. 208 F3d 989. 998 
(Fed Cir. 2000). The plaintiff also contends that because it used the word **participants" 
interchangeably throughout the application in refening to buyers, sellers, or both, the written 
description is adequate. See TnhTiRmi W orldwide. 175 F.3d at 993 (holding that the written 
description did support the invention because, inter aha, the patentee used the temi **heading" 
^'interchangeably throughout the written description to refer to both the direction of the trolling 
motor and the direction of the boat'O- 

This court has recently held that the term seUer's account means a list of monetary 
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transactions associated with the seller. See Markman Opimon, pp, 14-15. Based on tiiis 
construction, it appears that the disclosure ia the Application reasonably conveys to those of 
ordinary skill of the art at the time that the inventor was in possession of the idea for a seller's 
accoxint, even though the precise term "seller's account" is not mentioned. See, e,g.. Application 
at p. 8, IL 20-22 ("a participant may establish an account with his local consigoment node to be 
debited and credited with the funds used and generated with his transactions."); i4 at p. 25, UL 
1 1-12 ("It is understood that a consignment node user may have established a credit or deposit 
accoimt for the participant &om past sales or transfer of f\iads»..")- Therefore, the court finds that 
there is an adequate written description for the term "seller's account." As such, the court denies 
the defendant's Motion for Summary Judgment in that the claims with a "seller's account" 
limitation are adequately supported in the written description. Furthermore, with respect to the 
plaintiffs Cross-Motion for Summary Judgment, the court grants tiie Motion insofar as the term 
"seller^s account" has an adequate written description. 

2. Debiting a seller's account a coxomission or fee 
The defendant also argues that the Application does not contain any language regarding 
debiting a seller's accoimt a commission or fee; rather, it envisions a buyer paying the 
consignment node operator, who would then take his commission and pay the agreed amount to 
the seller. The plaintiff disagrees, arguing that there is adequate support for debiting a seller's 
account a commission or fee, directing the court to many of the same references cited above. In 
this court's Markman Opinion, it held that the term debiting a seller's account means to record a 
debt against a person's name or account See Markman Opinion, pp. 23-24, The Application, 
on the other hand, envisions the consignment node operator removing the commission from the 



sales price of the good prior to crediting the seller's account with the proceeds from the sale. 
See, e.g.. Apphcation at p. 9, II. 14-16 ('Tor each trausactioii, the consignment node user extracts 
the small consignment fee, e.g., 6% of the sales price, thus the consignment node user directly 
benefits from operating a reputable consignment node,"); id at p. 25, U. 18-20 ("After the 
transaction clears the charge 404, the consignment node credits the consignment node users 
commission account 406 to extract the consignment node transaction fee.")- Therefore, it 
appears to this court that the claim language "debiting a seller's account the commission or fee 
from a transaction" is not adequately supported by the written description. As such, the court 
grants the defendant's Motion for Summary Judgment in that the claims specifying "debiting a 
seller's accounf are not adequately supported in the mitten descriptiorL Likewise, the court 
denies the plaintiffs Cross-Motion for Summary Judgment with respect to the claims which 
contain this limitatiorL 

C PlaintifTs Cross-Motion 

Hie plaintiff filed a Cross-Motion for Summary Judgment, asking this court to declare 
that^claimsoftiie'051patentarevalidunder35U.S.C-§ 112,Tf 1> The plaintiff has cited no 
additional case law or facts in support of its motion, rather it relies oh its arguments in response 
to the defendant's Motion for Summary Judgment 

In response, tiie defendant argues that the plaintifPs motion is simply a **red herring" and 
''nothing more than a thinly-veiled attempt to get the last word in hopes of bolstering its 
opposition." §ee Def.*s OppositioiL, Dkt. 106, p, 26. The defendant argues that it limited all of 
its deposition questions to the narrow issue of seller's accounts. Moreover, the defendant states 
that the plaintiff has failed to offer evidence that all of its claims are supported by the written 
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description. For example, the defendant points out that the plamtiff has failed to supply evidence 
that the *051 patent adequately describes terminating an auction when a bid meets a seller- 
specified reserve price, as required by claim 22. 

In its reply the plaintiff argues that defendant eBay is now arguing a situation where the 
buyer and seller engage in a transaction outside the system. Furthermore, the plaintiff argues fliat 
defendant Halfxom conceded to the PTO, dxning a prosecution of its own patent application, that 
the plaintiffs written description does disclose that participants are both buyers and sellers. 
However, these arguments are not relevant to the Cross-Motion, which seeks a ruling that all 
claims of the *051 patent are adequately supported by the written description. The plaintifTs 
request far exceeds any of the arguments and evidence presented to the court As such, tb.e 
plaiatifFhas not met its burden to show that all claims in the * 051 patent arc adequately described 
in the application. Therefore, the court denies the plaintiffs Cross-Motion for Summary 
Judgment As stated earlier, the coxirt grants the plaintiffs Cross-Motion Tvith respect to the term 
"seller's accounf only. 

IV. Defendant Half.com*s Motion for Summary Judgment 

This Motion for Summary Judgment, brought by defendant Half.com, argues that claims 
1-9 and 29-41 of the *176 patent are iavalid pursuant to 35 U.S.C. §§ 102(a) and/or 102(g). The 
thrust of the defendant's argument is that nine months before the inventor filed his application 
for the ' 176 patent, a computer programer named Keith Basil, working at Intemet Presence and 
Publishiag, Inc., developed and implemented the same methods set forth in the asserted claims of 
the * 176 patent In other words, the defendant argues that the system described in the '176 
patent was in public use before the original ^phcation was filed in April of 1995. See 35 U.S.C, 
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§ 102(a). Furthermore, the defendant contends that these claims are also invalid because Mr. 
Basil and his company did not abandon, suppress, or conceal the public nse of the prior system. 
See at § 102(g), As a result, the defendant argues, the above-listed claims of the* 176 patent 
are invalid. 

Section 102(a) provides that "[a] person shall be entitled to a patent unless the invention 
was known or used by others in this country, or patented or described in a piinted publication in 
this or a foreign country, before the invention thereof by the applicant for the patent" Id, at § 
102(a). Section 102(g) allows a patent to issue unless "(1) „, another inventor ... establishes ... 
that before such person's inverition thereof the invention was made by such other invention and 
not abandoned, suppressed, or concealed, or (2) before such person's invention thereol^ the 
invention was made in this country by another inventor who had not abandoned, suppressedj or 
concealed it..." Id. at § 1 02(g). If a prior art reference falls into one of these categories, then the 
court must determine whether the prior art teaches or anticipates the claims of the later patent. 

A. IsMESCH Prior Art? 

The defendant argues that Mr. Basil invented a program called Internet Shopkeeper and a 
search function program called MESCH (Multl-WAIS Engine for Searching Commercial Hosts), 
which was conceived in August of 1994 and in public use as of October of 1994. The MESCH 
system allowed a user in Mr, Basil's iatemet Shopkeeper to search the participating web sites for 
keywords entered by the user, 'as such, the defendant argues that this invention qualifies as prior 
art under section 102(a). Furthermore, the defendant contends that the MESCH system concept 
was published on intemet bulletin boards and presented at internet conferences. Thus, the 
defendant argues, the MESCH system was not abandoned or concealed firom the public and 
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therefore qualifies as prior ait xmder section 102(g). Based on the evidence provided, the court 
finds that the MESCH system is prior art under sections 102(a) and/or 102(g). 
B, Did MESCH Anticipate the ^76 Patent? 

The next task the covat must xmdertake is to decide whether the MESCH system 
anticipates claims 1-9 and 29-41 of the '176 patent "Invalidity based upon lack of novelty (often 
called 'anticipation') requires that the same invention, including each element and limitation of 
the claims, was known or used by others before it was invented by the patentee." Onevv. Ratliff 
182 F.3d 893, 895 (Fed. Cir. 1999) (quotation omitted); see also Apple Computer. Inc. v. 
Articulate Svs., Inc.. 234 F.3d 14, 20 (Fed, Cir. 2000) ("Anticipation under 35 U.S.C. § 102 
requires the disclosure in a single piece of prior art each and every HmitatioB of a claimed 
invention."); Union Oil. 208 F.3d at 994-95 (same). "Although anticipation is a question offset, 
it still may be decided on summary judgment if the record reveals no genuine dispute of material 
feet." Oaev. 182 F.3d at 895. Furthermore, '*the [prior art] reference must be enabling and 
describe the apphcant's claimed invention sufficiently to have placed it in possession of a person 
of ordinary skill in the field of the invention." In re Paulsen. 30 F.3d 1475, 1479 (Fed Cir, 
1 994). In order to prevail on anticipation, the defendant must prove its case by clear and 
convincing evidence. Union Oil. 208 F.3d at 995. 

As with all literal infiingement cases, the court must first determine the scope of the 
claims. In this case, the court has already performed this task, and has held that item is a good 
and electronic market is a trusted networic or system where participants can buy, sell, search or 
browse goods online. See Markman OpimoUj pp. 28-3 L Thus, based on these constructions, the 
court turns to whether the MESCH system anticipates each and every limitation ia the contested . 
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claims of the * 176 patent. It appears that while the MESCH system did anticipate searching a 
plurality of electronic markets, it did not anticipate searching for goods only. Three of the 
Internet Shopkeeper participant weh sites, Automatrix, internet Plaza and Oslonettjio, were 
electronic markets in that they were conrputerized systems that allowed participating buyers and 
sellers to* exchange information about prices and product offerings. However, it appears to this 
court that the MESCH system did not limit it searches to goods, bnt rather searched for words, 
regardless of their context One example offered by the plaintiff states that if a customer were 
searching for a computer monitor to purchase, the * 176 system would search for computer 
monitors that were available for purchase in a pluraUty of databases, hi contrast, it appears that 
the MESCH system would look for the words "computer" and •'monitor^' on a number of 
registered web pages and return sites that listed these words, which could be in the context of an 
article that mentions computers or monitors. This would not be considered an item, as defined 
by this court. Therefore, there exists a genuine dispute of material feet over whether the MESCH 
system anticipated each and every element of the claims of the *176 patent. As such> Haltcom's 
Motion for Sunnnary Judgment is denied.^ 
V- Conclusion 

For the reasons set for above, the court GRANTS in part and DENIES in part defendant 
eBay's Motion for Summary Judgment that the claims of the *051 patent are invahd for an 
inadequate written description. The court also GRANTS in part and DENIES in part the 

^ The court also believes that the MESCH system did not anticipate a trusted network. 
However, since the prior art mxist anticipate each and every element of the claim, and because the 
court found that one limitation in the * 176 claims was not anticipated, it need not continue to the 
other elements for purposes of this Motion. 
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plaintifFs Cross-Motion for Siiinraaiy Judgment that all claims of the '051 patent are valid for an 
adequate written description. Finally, the court DENIES defendant Half.com' s Motion that 
claims 1-9 and 29-41 of the '176 patent are invalid pursuant to 35 U.S.C. §§ 102(a) and/or 
102(g). , 

The Cleric is REQUESTED to send a copy of this Order to counsel of record. 
It is so ORDERED. 




TTED STATES DISTRICT JUDGE 



Norfolk, Virginia 
October Zf , 2002 
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PROTEST UNDER 37 C.F.R. § 1.291(a) 
U.S. Patent Application Serial No.: 09/253,014 
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April 26, 1995 



Box Patent Application 

Honorable Conunissioner of Patents and Trademarks 
Washington, D.C 20231 

Re: New U.S. Patent Application 
Docket Mo.lOO 



Dear Sir: 

Transmitted herewith for filing is the patent application of inventor: 

THOMAS G. WOOLSTON 
For CONSIGNMENT NODES 

•This application includes 37 total numbered pages comprising: 
30 pages of Specification 

6 pages of Qaims 

1 page Abstract 

_n sheets of informal drawings (Figures 1, 2, 3, 4, 5, 6, 7, 8, 9, 10, 11) 

Also Enclosed are : 

• Declaration. 

• Small Entity Declaration for Independent Inventor 

• Personal Check no. 898 as payment of the requisite filing fee.* The filing fee was calculated 
as mdicated below. 







Basic Fee 


S 365.00 




No. Filed 


Basic 


No. Extra 


Rate 




Total Claims 


20 


-20 


0 


X $11.00 


$ 0.00 


Independent Claims 


3 


- 3 


0 


X $38.00 


$ 0.00 


Assignment Kecordation fee 


$ 0.00 


$ 0.00 


Total Endoscd 


S 365.00 



Please direct all future correspondence with respect ti 

RespeAfuUy 



•plication to the^dersigned. 
t/ed. 




Enclosures 



Arlington, Virginia 22204 




ME 0032283 



CONSIGNMENT NODES 
BACKGROUND OF THE INVENTION 

The present invention relates to used and collectible goods offered for 
sale by an electronic network of consignment stores. More specifically, the 
5 present invention may be an electronic "market maker" for coUectable and 
used goods, a means for electronic "presentment" of goods for sale, and an 
electronic agent to search the network for hard to find goods. 

Certain items and used goods have a large following of coUectors. 
These items include basebaU cards, dolls, pens, watches, comic books, stamps, 
10 coins, and the like. It is weU known to establish shops specializing in these 
items. It is also well-known to establish boards for the sale of used goods. 
And is known lo sell new goods on a special television channel Uke the 
Home Shopping Channel. 

The prior art does not provide a means to electronically market used 
IS goods or provide an avenue to allow participants to speculate on the price of 
collectable or used goods in an electronic market place. Thus, to" address the 
short comings of the art the present invention has the following objectives: 
SUMMARY OF THE INVENTION 

To establish a computer means for a used good store or consignment 
20 store to sell used goods and collectibles electronically and to provide the 
automatic electronic re-sale of goods purchased. 

To establish a market for goods with a dominant electronic "market 
maker" node to allow collectors to speculate on the coUectable goods market. 
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To provide the excitement of a "live" auction house type atmosphere • 
to remote participants in a electronic auction. • 

To provide data analysis to. the market makers of collectable good or 
consignment node users on the price, price movements, and quantity of 
5 collectable goods in the virtual market. 

To provide an electronic agent interface for participants to search a 
plurality of consignment nodes to search for a used good or coUectable item. 

To provide a means to track down the owner of a particular used or 
collectable good. 

P Further, to provide a trusted network of consignment nodes to provide 

a means to electronically present a used good or collectable to an electronic 
market. 

The present invention is a network of consignment nodes. A 
consignment node is a computer database of used goods preferably operated 
i by a used good, collectable shop keeper or a bailee. All consignment nodes 
users or operators, hereinafter users, are "trusted" Ucer^sees or franchisers of 
the software and hardware necessary to create and operate a consignment 
node. Thus, the network provides a trusted means for consignment node • 
users, e.g. shop keepers, to establish electronic markets for collectable goods, 
establish electronic auctions, establish a means for searching each others 
shops to locate hard to find collectibles items, and a means to electronically 
present goods to a market. The present invention wiU allow, or license. 
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certain consignments nodes to beconie a dominant market maker for a 
particular class of goods, for example, a consignment node franchise may be 
given the rights to establish the dominant market for collectable antique pens. 
Other consignment nodes, after taking physical possession of a good, may 
5 make an electronic presentment of that good to such a dominant 
consignment node market. Thus, a local collector of antique pens may bring a 
pen to a convenient consigrunent node in small town, USA, the consignment 
network would allow this collector to electronically "present" his pen to the 
. dominant market make node for antique per\s in for example, Chicago. 
10 Participants, e.g. customers and collectors (hereinafter "participants"), may 
reach a dominant node's market, or. any other consignment nodes electronic 
store, from his or her home by logging on from a PC located at the 
participant's home to their locally operated consignment node and reaching 
the distant consignment node through the network of consignment nodes. 
15 Thus, each consignment node user, e.g. shop keeper, has a potential 

participant, i.e. customer base, of all consignment node participants. In other 
words, a potentially huge customer base that incurs the minimal cost of a 
local consignment node connection may reach any other consignment node 
- through the consignment node network. And local collector's may 
20 economically participate. in the collectable markets by using local access to a 
convenient consignment node "trusted" bailee, and electronically presenting 
collectable goods to a dominant market, 

3 
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A consignment node in a simple form may have a computer 10, a 
digital camera 12, a bar code scanner 14, a display 16, a printer 20, a keyboard 
18, a database 22 and a network connection 26 collectively called hereinafter a 
consignment node. The present invenrion also has a user interface 
S - application program to execute an a user or participant's data terminal 28. 

The consignment node may have four modes of operation: a software 
download mode, an auction mode, a market mode, and an agent mode. TTie 
software download mode aUows a participant to log into the consignment 
node and receive a download of a participant interface application program. 
10 The auction mode allows a participant, from the participant interface 
application program, to log into a consignment node to partake in an 
electronic auction. The market mode allows a participant with the participant 
interface program to log into a consignment node to browse the consignment 
node database to search for a used or collectable good. The agent mode aUows 
IS a participant to log into a consignment node to formulate a search request for 
a particular used good or collectable. The consignment node may search its 

own database for the requested good and/or generate agents to search and 
report back a search request of other consignment nodes. 

The present invention may allow a participant to electronically 

20 purchase goods from a. consignment node and. to select whether the good 

should be shipped to a participant designed location or the participanh may 

take electronic Igtral nwnP rshjp of a pood and post a hpw p .r Hdpant rfpfinpri 

af fgr or resgrvp price . By the interaction of a plurality of participants buying 
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and selling collectibles on a consignment node, posting "buy at" and "sell af 
quantities and prices the consignment node may establish a market or become 
a "market maker" for collectable goods. A participant may also elect to 
electronically transfer or present a good to a different consignment node or 
s market. This allows a participant to speculate with collectable goods on the 
consignment node network's different markets and not incur the shipping 
costs with physically moving the goods, while providing a trusted means to 
assure potential buyers of the/gopd's bona fide availability. 

The consignment node operator or purveyor, hereinafter referred to as 
10 the consignment node user, establishes his consignment node by creating a 
database of used goods or collectibles, hereinafter the term "goods" shall be 
used to reflect used goods, new goods and collectibles. The user takes the first 
good to be put on the database and invokes the consignment node software to 
create a data record. For example, the user owns a basebaU card collector shop 
15 and the user wants to post his Babe Ruth collection. The user in this. instance 
invokes the consignment node to "build the database mode" arid, the 
invention initializes the digital camera 15. The user then "photographs" or 
digitizes the image of the particular Babe Ruth card. The consignment 
system then displays an empty database record ori the display to accept. text 
20 information concerning the card. ■ 

The user fills out the display record with ir^formation concenling the . 
particular Babe Ruth card. The consignment node verifies that enough 
information has been filled out in the displayed computer record, as well 
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known to the electronic database arts, and accepts the record. It should be 
noted that the consignment node database record has data fields for the 
consignment node user to add value to his consignment node postings with 
subjective information such as condition of the card, special features such as' 
5 autographed by Babe Ruth, and the like. Thus, the consignment node user 
may build business goodwill into his particular consignment node operation 
by establishing his own particular subjectivity and quality standards in item 
postings. 

After the data record or the particular Babe Ruth card is accepted by the 
consignment node the system may print out a bar code label on the printer 20., 
The user may then put the particular Balje Ruth card into a plasHc bag and 
affix the bar code label to the bag. The bar code labeling system becomes a • 
useful inventory management tool discussed below. 

It is understood in this first example that the consignment node user is 
15 the legal and equitable owner of the Babe Ruth card and that the user posted a 
reserve or offer price on the particular card at his posting. In a second 
illustraHve example, a local resident would like to post, for example, his 
Frank Robinson baseball card. The resident brings his Frank Robinson card to 
the baseball card store and tells the consignment node user he would like to 
20 offer his Frank Robinson card for a consignment sale. Again, the 
consignment node user invokes the system database posting mode and 
"photographs" the Frank Robinson card with digital camera 12. As above, 
the user fills in the system generated display prompt for information 
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concerning the Frank Robinson card. The resident informs the user of the 
reserve or offer price and signs or agrees to a consignment contract with the 
consignment node user to accept the consignment terms to pay the" 
consignment node user on the sale of the card, for example 6%, of sales price' 
5 as- a consignment fee. Again, the system may print the appropriate bar code 
for the Frank Robinson card. The consignment node user then takes 
possession of the card and may affix the bar code label to an appropriate 
cardholder. It should be noted by the consignment node user may again "add 
value" to his consignment node by entering subjective criteria in the database 
10 entry for authenticity, condition, special attributes and the like. The 
participant or local resident may now electronically present his Fraiik 
Robinson card to any consignment node, consignment node auction or 
consignment node market maker in the consignment node network. 
These processes may be repeated again and again to establish a 
iS substantial database of goods for sale. It should be noted that the consignment 
node user may at his discretion take postings from reputable dealers or 
collectors via' a facsimile machine or other forms of electronic or verbal 
presentment of a good for sale. It is within the sound discretion. of an 
individual consignment node user to establish these practices. It is within the 
20 scope of the invention, however, to take electronic postings from other 
consignment node users or individuals over the network, as discussed below. 
, Each consignment node user may be a franchisee of a central franchiser and 
the franchiser may police the network to give quaUty control, detect fraud and 



ME 0032290 



revoke the franchises or licenses of poor quality consignment node users. 
Thus, the consignment node is a "trusted" network for consignment node 
users providing value to the network by imposing a quality and performance 
structure on the cor\sigrunent nodes. 

s _ ■ ■ • 

The Sale 

A buyer, hereinafter participant, may electronically log onto a 
consignment node via a network connection by use of a PC w-ith participant 
interface software, through an interactive television application, workstation 
10 or the like. The network connection drivers for the consignment node are 
discussed in detail below. The participant may enter the browse node and 
peruse the consignment node database of goods. It is understood that the 
participant may receive the image taken with a digital camera 12 of the goods 
at the participant terminal. The participant, upon finding for example the 
15 above-posted Frank Robinson card may decide to purchase the card. The 
participant may present electronic payment to the consignment node by 
entering a credit card, number and expiration date or other forms of electronic 
payment. It is understood that a secure and/or encrypted means may be 
established between a participant's interface application and a consignment 
20 node to transfer sensitive or theft prone information. Moreover, a 

participant may establish an account with his local consignment node to be 
debited and credited with the funds used and generated with his transactions. 
The consignment node may, for example, clear the transaction by 
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chargmg the participant's charge card account and crediting the consignment 
node store account by well-known credit card clearir.g techniques. After the 
consignment node has cleared the transaction the system electronically • 
transfers ownership of the Frank Robinson card to the participant. The 
5 participant may then be presented with the choice of directing the delivery of 
the Frank Robinson card to a desired location or may choose to post a new 
reserve or offer price for the card and direct the card to remain in the 
possession of the corisignment node user. Thus, the consigrunent node 
allows a participant to* speculate on the price of the Frank Robinson card and 
10 establishes an electronic market for the Frank Robinson card. It is understood 
that the consignment node may have many Frank Robinson cards available, 
thus by the interaction of collectors electronically buying and selling the 
collectibles it will establish a .market price for a. Frank Robinson card or any 
other good. - For each transaction, the consigriment node user extracts the ; 
15 small consignment fee, e.g., 6% of the sales price, thus the consignment node 
user directly benefits from operating a reputable consignment node. If the 
participant elects to take delivery of the purchased goods then the 
consignment node may track the delivery and ownership of this good to this 
particular participant in a data record. This data record may be useful to speed 
20 the posting of the good, should the participant later decide to re-post and sell ' 
the good, and it also creates a valuable database of records to track the 
possession and ownership of a collectable. This feature may be usehil in the 
agent mode, e.g., tracking down very hard to find items, discussed more fully 
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below. 

The AucLion 

For a rare good, a good in a volatile market, or a good's initial posting 
the consignment node user or participant may wish to auction the good, with 
5 or without reserve, to the highest bidder. In this mode, the good may be 
posted on the consignment node by the means described above but the data 
record representing the good is identified as waiting for an auction date and 
may not be purchased on the electronic market. Alternatively, an item may 
be in the electronic market of the consignment node with a high reserve price 
10 that may.be lowered in the auction or liquidation mode. Here the 

consignment node user or the good's participant owner may enter a protected . 
data field a confidential reserve price for the auction mode. The consignment 
node user arranges by invoking the appropriate consignment node program a 
time and date for an electronic auction. The consignment node user or good's 
.5 participant owner may establish, in a data record that represents the good, a 
desire for the item to be auctioned. For example, a pawnshop operator of a 
consignment node may have several Rolex watches he wishes, to auction 
with reserve this Saturday night at 7:00 p.m. The consignment node user, 
here a pawnshop, identifies on the Rolex watch records the auction date and 
0 the confidential reserve price. The consignment node system may 
"advertise" auction dates, items and auction terms in the consignment node 
log on welcome message discussed below. Moreover, a good that is identified 
as awaiting an auction date may be viewed before auction in the consignment 
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node bro^vse mode by a perspective auchon participant. 

At the auction date, perspective participants log onto the consignment 
node auction mode locally or through the consignment node network and 
await the first good to be auctioned. It is understood that in the best mode of 
S the invention the participant will have a data terminal with a digital to 
analog converter such as a "sound blaster" and speaker, the digital to analog 
. capability may be used in the auction mode to bring the aural excitement of 
an auction, e.g., the call of the heckler, the caller and bidders, home to the 
. auction participant. This is discussed in more detail below. 
10 The consignment node takes the first item to be auctioned and posts 

the image of the good and the good's text record to the participants. The 
consignment node then posts the opening bid. It is understood that the bid 
postings may be in a protocol that invokes the generation of an auctioneer's 
voice at the participant terminals. The parHcipants may then respond with a 
.5 higher bid. The consignment node mode scans electronically the participants 
for bids and accepts the highest bid. If bids are tied the consignment node may ' 
take the first highest bid by the participants log on order. ' A particular bidding 
participant receives a special acknowledgment from the consignment node 
that her bid was accepted. The consignment node then posts' the higher bid to 
0 all the electronic auction- participants. The consignment node repeats this 
process until no higher bid is received for a predetermined amount of time 
and closes the auctioning of that particular good. The consignment node 
then checks whether the highest bid received is greater than the reserve price, 
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if appropriate. The consignment node may then post sold! and the sell price, 
to all participant terminals and proceed to post the next item for auction. 
Again a successful purchaser may elect to direct delivery of the good or post 
the good on the electronic market at a new-participant determined offer price-. 
5 It is understood that the terms of the auction sale are posted and agreed 

to by the participants before allowing a participant to bid on goods in 
compliance with local requirements and statutes. It is also understood that a 
participant may make electronic payment for the goods or establish a line of 
credit or collect on delivery terms within a particular consignment node 
10 user's discretion. This may be established by a relationship between a local 
consignment node user and" a local participant at the local consignment users 
discretion. 

It should be noted that a consignment node user may sell virtual 
advertising space or a central master node e.g., the franchiser, may. coordinate 
5 the sale of advertising space on a pool of consignment nodes to reach target 
market participants. For example, if a participant has purchased -or speculated 
in antique pens, and advertisers of an antique pen speciaUy consignment 

node wishes to target market individuals on the network who have 
purchased collectable pens in the past. A central coordinated master node 
0 may sell advertising to an advertiser for the log on message or e-maU targeted 
participants and users. Thus, the network of consignment nodes can establish 
a market for target marketing or blanketed advertising of goods and services 
sold locaUy or on a network level by a central node. 
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The Agent 

The Agent Mode allows a consignment node participant to search a 
plurality of consigimient nodes and purchase records for a used good. A 
5 participant may log onto his local consignment node to shop. This 
participant, for example, may be interested in purchasing a particular used 
coin for her collection. The participant may invoke a consigrunent node . 
Agent to search the network of consignirient nodes for this coin. The 
participant fills in the search parameters for this coin, for example, a 1872 U.S. 
10 penny from the Denver Mint. The consignment node Agent task handler 
verifies the Agent form is sufficiently filled out and accepts the task. The 
Agent checks a list of other consigrunent nodes network addresses kept by the 
local cor\signment node database and generates an Agent communication 
message to each consignment node on the list and begins to establish 
15 communications to the other consignment nodes. An Agent message 
between consignment nodes begins by coordinating or reconciling the 
database on each consigrunent node of the locations and/or address of other 
consignment nodes. If a consignment node has a different list of 
consignment nodes in its database it will pass the node update information to 
20 the other consignment node. The consignment node originating the Agent 
task will generate a new Agent task to accommodated the information 
concerning the new consignment node. Once the consignment node database, 
of consignment nodes is reconciled, the Agent will search the consignment 
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node database for the goods requested. The Agent will report back whether 
the search of the local market database was successful and how many good 
that matches the Agent search request it found. An Agent may also search 
the consignment node database of past transactions to identify an owner of a 
5 particular good. The Agent may then report that John Doe of Main- Street, 
U.S.A. was the last known purchaser of a 1872 U.S. penny from the Denver ' 
Mint at this node. It is understood that differing levels of privacy are 
• available to cor\sigiiment node purchasers, so as only allowing the local 

corxsignment node user to view past purchaser information and/or provide 
10 the Agent with an option of contacting that consignment user so he may 
contact the prior purchaser, thus, protecting privacy while allowing bona fide 
offers to reach the prior purchaser in confidence. 

Once some of the Agents start reporting back to the Agent originating 
consignment node, the originating consignment node may report the results 
15 to the consignment node participant of the Agents' results. Such results may 
give the total number of matching items found thus providing the local 
participant/ collector an indication of the depth of this market. It is 
understood that a local consigimient node user may charge participants for 
Agent requests, 
20 Computer Implementation 

In the preferred embodiment of the present invention a consignment 
node may use a multitasking operating system such as UNIX, OS/2 or VMS. 
However, a Microsoft DOS or Windows implementation is within the scope • 
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of the present invention. The consignment node may be networked via 
TCP/IP and the internet or a private TCP/P net;^'ork or X.25 private or public 
network or sen-ice providers network of ISDN, ATM and the like. It is 
understood, that a consignment node may support a pluraUty of protocols 
5 simultaneously. Moreover, it is understood that the participant interface 
application program may execute on a wide variety of platforms such as PC's, 
h/LAC's, Power PC's, workstations, cable set-top boxes, video game hardware 
and the like and are within the scope of the present invention. 

0 BRIEF DESCRIPTION OF THE DRAWINGS 

Figure 1 shows the consignment node of the present invention may 
have a computer 10, a data storage device 22, a tape drive 24, a digital camera 
12, a bar code scanner 14, a display 16, a keyboard 18, a laser printer 20, and a 
network connection 26. A participant user terminal is shown at 28. 

1 Figure 2 shows a schemaHc block diagram showing the logic flow of a 
user log in at a consignment node. 

Figure 3 is a scheinatic diagram showing the logical flow of the 
consignment node auction process. 

Figure 4 is a schematic diagram showing the logical flow of the 
corisignment node market or browse mode. 

Figure 5 is a schematic block diagram showing the logical flow for 
posting, a new used good on the consignment node. 

Figure 6 is a schematic diagram of a subroutine that may be used to post 
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auction bids. 

Figure 7 is a schematic diagram of a subroutine that may be used by the 
consignment node auction process to receive participant auction bids. 

Figuris 8 is a schematic diagram showing the logical flow for a 
5 subroutine that may be used to transfer ownership of an item. 

Figure 9 is a schematic diagram showing the logical flow for a 
consignment node in-store sale of a good. 

Figure 10 is a schematic diagram showing the logical flow of post- 
processing and analyzing consignment node sales. 
0 Figure 11 is a schematic diagram showing the logical flow of the 

consignment node Agent handler subroutine. 

DETAILED DESCRIPTION OF THE PREFERRED EMBODIMENTS 

It is understood that the get session identification procedure 100 is a 
routine that monitors the communication ports and virtual communication 
ports residing on a protocol stack. The consignment node may use, for 
example, a X.25 interface card, available from Eicon Corporation or Frontier 
Corporation to execute an X.25 protocol stack in a PC workstation. The get 
session identification 100 program may monitor the X.25 protocol for 
incoming calls. If the program identifies an incoming call it may answer the 
call by transmitting the appropriate X.25 packet to the network on the 
appropriate virtual channel. It is understood that other protocols, such as 
TCP/IP, DECNET, SNA and ATM are within the scope of the present 
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invention and that multiple protocol stacks. may simultaneously execute in a" 
consignment node. Therefore, the get session identification program 100 may 
have multiple instances to connect and monitor the various protocols. After 
the get session identification 100 has appropriately answered an incoming call 
5 to the consignment node, it may invoke the display welcome message and • 
menu routine 102. 

It is understood that the get session identification 100 provides 
sufficient information to the display welcome message and menu 102 to 
allow the display welcome message and menu 102 to cormect to the 
10 appropriate session or virtual channel. At this junchire,,if the participant is . 
using an approved interface program, the interface program will send a 
predetermined code to indicate its version and other characteristics of its 
display driver. If a participant is logging in from a TTY terminal or other 
terminal the display welcome message and menu 102 may detect this 
15 information and send the appropriate TTY welcome message. It is 

understood that the welcome message is viewed by the consignment node 
user as virtual advertising space that may be sold by the consignment node 
user or coordinated with the master control node (discussed in detail below). 
The participant may respond to the display welcome message and menu 102 
20 program by giving an appropriate log on response 104. The get log' on 
response 104 may verify and grant a level of access privileges to the 
participant.. It is understood that the consignment node user may require the 
get log in response 104 to retrieve a credit card number, pin number, user ID 

ME 0032300 



and the like, to grant access privileges. If a participant is using a TTY termini I 
those sessions may be shunted to the download interface program (DIP) 106 
routine to receive an appropriate interface program from the consignment 
node. The DIP 106 may present a list of choices as to what version interface 
5 program should be dovmloaded, such as DOS, Windows, UNIX, MAC 
platforms and what transfer program is desired such as Kennit, Xmodem, 
FTP and the like. A participant with a participant interface program may also 
elect to receive a new interface program from the DIP 106. It is understood 
that an older, no longer supported interface program participant may be 
10 shunted to the DIP 106 to receive a new interface program. 

A participant with a supported interface program may select the 
auction 108, market 110 or agent handler 112 sections of the consignment 
node. If a participant selects auction 108 the participant may be presented 
with a menu of auction selections such as auctions in session, hiture auction 
15 times, dates, locations and topics, and auction preview. If a participant selects 
auctions in session the participants' session is passed to the appropriate 
auction handler, as discussed below. If a participant selects future auctions 
the participant will be given a Ust of future auction times, dates, terms, 
locations and topics of auctions on this and other consignment nodes. It is 
20 understood that these displays represent a virtual advertising .opportunity for 
the consignment node user and the advertising space may be sold by' the 
consigiunent node user or by the master control node. If the participant 
selects the auction preview, the auction process 108 passes the participant 
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session to the market session 110 with data that indicates an auction preview 
desired by the user. 

If the participant selects the market 110 choice the participant is given a 
menu of markets that the participants may browse, discussed" further below. 
5 If the participant selects the agent handler 112 the participant may be provided 

with an electronic form to create a search for a good. The participant may 
. then execute this Agent's search request to search the network of 
consignment nodes databases to look for the desired goods. The Agent is 
discussed more fully below. The Agent Handler 112 also receives incoming 
10 calls from other agents to process the external agents search request on the ' 
consignment node. The participant interface and consignment node 
participant functions are discussed in detail below. The discussion now turns 
to the operation of the consignment node by the user.. 

Figure 3 shows a logical flow diagram of the steps the consignment 
IS node may use to create a database record of a good for sale or for auction. 
The consignment node user may invoke the consigiunerit-node 
program to enter the posting 200 mode to create a data record for the good. 
The posting 200. mode initializes 204 the consignment node to receive 
information on a new good. The initialization 204 step displays a data record, 
20 with data fields on the consignment node terminal for the user to fill in 
information on the good. The initialization step 204 also initializes the 
consignment node peripheral devices such as the digital camera 12 and the 
printer 20. The consignment node user then "photographs" or digitizes the 
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image of the good from one or more perspectives as well knovvm to the digital 
camera arts. The consignment node receives the digitized image(s) at receive 
image 206 step. -The consignment node program then prompts the 
consignment node user for information on the good 208. The consignment 
5 node receives information 210 that the consignment node user inputs to the 
data record displayed at step 208. The consignment node program verifies 212 
that the necessary information, such as owners name, reserve price, market 
or auction designation is in the data record. The verify step 212 will reject the 
record and. return the consignment node user data entry mode 210 if the 
10 record does not have the minimum information. If the record is verified 212 
as complete enough to commit to the consigrunent node database, a data 
record is' created 214 and linked into the consignment node database. The 
consignment node program then generates and prints a bar code 216 that 
indicated the data record. The bar code system is used by the consignment 
5 node to maintain an accurate inventory and is a hook for local sales 
(discussed below). The posting routine may then exit 218 and return from the 
posting program. By repeating the posting routine of figure 3 the 
consignment node user may build a database of goods for the consignment 
node market, auction and/or agent searches. 
3 Figure 4 shows the logical block flow diagram of the processes the 

consignment node may take to execute an auction. It is understood that the 
consignment node user may manually invoke the auction process, or may 
schedule the consignment node to execute the auction process. The auction 
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process begins by initializing 250 the data structures, records, queues and the 
like to conduct the auction process. The connection between the auction 
process and auction participants is discussed below. The auction process gets 
the firist item to be auctioned 252 from the database of goods to be auctioned 
5 254. The consignment node then calculates the opening bid 256 by a 
predetermined formula such as 50% of the reserve or general solicitation of 
an opening bid is posted to the auction participants 258. The consignment 
node auction mode then scai\s the participants for a higher bids 262. If a 
higher bid is found the new bid is posted 264. It is understood that the steps of 
10 checking for bids 260 determines if the bid is higher 262 and posting the new 
higher bid 264 is repeated until no higher bids are received. After the typical 
auction closing of going once ... twice ... three times the auction is closed 266. 
The consignment node auction program then compares the highest. bid 
received ivith the good's reserve price 268 to determine whether to transact 
15 the sale. If the highest bid is greater than the reserve price the consignment 
node auction process posts sold! for xxx amount to the auction participants 
and calls the transfer ownership subroutine 270 discussed further below, and 
transfers the ownership of the good. If the highest bid is less than the reservre 
price the consignment node auction process announces no sale! 272 to the 
20 auction participants. The auction process then proceeds 274 to get the next 
good to be auctioned 278. The consignment node auction process is then 
repeated until ail the goods to be auctioned have been run through 278. The 
consignment node auction may then close and terminate the participant 
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sessions 2S0. It is understood that the transfer Ovvnership 270 sub-routine 
may require time to clear the transaction and, therefore, may be best 
implement as a spawned child process to the auction process. This will keep 
the consignment node auction executing at an exciting and fast pace for the' 
5 participants. The consignment node auction process itself may execute in ' 
several instances to provide simultaneous auctions on a consigiunent node. 
Thus a consignment node may conduct several simultaneous auctions on 
several virtual runways. It is understood that in the auction mode the 
consigrunent node and the participant interface software may commurucate 
10 using a protocol that allows the consignment node auction driver to "point 
to" locations stored in the participant interface software, to cause the 
participant interface software to generate the sound of a auctioneers voice on 
the sound blaster, or equivalent board. Thus, the present invention uses pre- 
stored sound samples of different auction prices and auctioneer "string" 
15 along aural calls inside the participant interface software, and allows the 
generation of said pre-stored soimd bites to be invoked by the consignment 
node driver through the said special protocol. This method greatly reduces ■ 
the bandwidth necessary for a consignment node to support the generation of 
exciting auctioneers calls at a plurality of participant terminals. It is * 
20 understood that the generation of an audio bit stream from the cor\sigrunent 
node to the participant terminals is also with the scope of the present 
invention. 

Figure 5 shows the logical flow for the post bid subroutine 300. The ' 
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post bid sub-routine may be invoked from several consignment node 
processes, those specificaUy described thus far are the post operiing bid 258 and 
posting bid 264 logical processes. The post bid 300 sub-routine is used to ' 
communicate between a consignment node and multiple participants. The 
5 post bid 300 sub-routine gets participant session identifications 302 from a data 

record or data structure that contains a list of session identifications of 
. participants who have logged onto the auction sessions. The next step sends 
the bid passed to the post bid 3D0 subroutine to each participant session 
identified in the data structure 306. Bids are posted to each participant 
10 through an appropriate driver 308. The driver may be identified for each 
particular user session. For example, a PC user logged into the consignment 
node via an X.25 virtual channel may require a host PAD driver in the 
consignment node to communicate asynchronously to the PC terminal 
interface application. A network user may require a TCP/IP driver to connect 
■5 between the consignment node and the participant networked terminal. 
After communicating the bid to participants through the appropriate device 
driver 308, the post bid sub-routine .may exit and return 310 to the calling 
routine. 

Figure 6 shows the consignment node subroutine to check participant 
.20 sessions for bids during the auction mode. Check for bids 350 maybe a 
subroutine called by the auction program to scan for- bids. It is understood 
that when a participant logs into the consignment node and selects the 
auction mode, (see figure 2), the participant's session identification is passed 
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to a data structure. The data structure maybe used by the check for bids 350 
sub-routme to correctly identify participants at a particular virtual auction. 
As rioted above, the consignment node may support multiple simultaneous 
auctions, therefore, may require multiple instances of the aforesaid data 
5 structure. The check for bids sub-routine 350 open5 or connects to the • • • 
appropriate data structure storing or holding participant session 
identifications who are participating in the check for bids calling auction 
program instance at the get session identification step 352. The buffers 
associated with each session is scanned for an input 354. If a participant has 
10 input an "exit" command or symbol 356 the routine removes that 

participant's session identification from the auction identifying data structure 
and allows the participant to exit 362 the auction. The participaiit's session 
identification may be returned to a data sb^cture that allows the participant 
to return to the consignment nodes main menu, see figure 2, or terminate the ' " 
5 participant session. The subroutine then compares the bids and takes the 
highest bid 358. If bids are tied for the highest bid the sub-routine may use the 
first received-bid and reject the others 358. The sub-routine then notifies the 
participant session who had the highest bid 360. It is understood that the take 
the highest bid step 358 and notify bidder step 360 are aware of the current bid 
0 price for a.good and will not allow a lower bid to be accepted. It is understood 
that the participant session buffers are flushed after they are scanned to ■ 
remove old or latent bids. The check for bids sub-routine then returns to its 
calling routine. 
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Figure 7 shows the transfer ownership routine 400 that may be used to 
transfer the ownership of goods and collectibles in the consignment node. 
Tne transfer ownership sub-routine may be called from several consignment 
node modes and processes to effect the transfer of legal ownership. The first 
5 step in the transfer ownership sub-routine 400 may be to verify a participant 
purchaser information 402. It is understood that the consignment node may 
use a variety of well known authenticating procedures to verify a participant, 
such verification techniques include personal identification numbers (PINS), 
passwords, call back, and a plethora of encryption techniques and personal 
10 information identification means to provide a reliable verification technique; 
It is understood that a consignment node user may have established a credit 
or deposit account for the participant from past sales or the transfer of funds 
and the verify step 402 may connect the participant to the account. The clear 
charge 404 step is used to clear the participant consignment node transaction.. 
15 It is understood that this may be via an external credit card clearing network, 
a connection to a credit account, or though one of the many proposed 
electronic fund transfer schemes such as debit cards, e-money, and ' ' • 
clearinghouses. After the transaction clears the charge' 404, the consignment 
node credits the consignment node users commission account 406 to extract 
2 0 the consignment node transaction fee. The consignment node then transfers 
legal ownership 408 of the good by changing the ownership entry in the data 
record in the consignment node of the good. The consignment node may 
then print a record of the transaction 410. It is understood that step 410 may 
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also be- used to keep a log on the consignment node storage or tape drive. The 
consignment node then removes the good from, sale or auction stahis 412. It 
is understood that the data record representing the good is "locked" durin=r 
the transfer ownership sub-routine to prevent coUisions of actions and 
s transfers of the good. If the participant has elected to ship goods then the 
consignment node wiU print a shipping label 404 for the consignment node 
user to attach to the good for shipment. The transfer ownership routine may 
. ■ then exit 416. If the participant has elected to re-post the good or collectable 

the participant may specify a new reserve or offer price for the good or 
10 collectable. It is understood that the purchasing participant may elect to leave 
the good or collectable at the consignment node and post a new offer or 
reserve price and may identify that the good is on the market, e.g. may be 
bought and sold at any time, or that the good is awaiting an auction date. ' 
Moreover, the participant may elect to have the good viewable on the market 
.5' or "invisible" to the market while awaiting an auction date 422. It -is 

understood that the participant may elect to leave the good at the purchased 
consignment node and electronically transfer the offering of a good to 
another consignment node. It is understood that consignment node users 
may run a "trusted" network between consignment nodes to provide the 
0 trust between merchants, that the goods exists and that the network between 
the consignment nodes to provide for electronic. presentment of a good is a 
secure network connection. This allows collectable goods to be concentrated 
for a single electronic auction or virtual collectable market on a market maker 
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consignment, node without incurring the costs of shipping the goods to a 
central location to bring the good to the market maker consignment node. It 
is understood that the trusted posting of goods on a market maker node is a 
value added feature a small town consignment node user can provide to his 
5 immediate collector community. It is understood that the master central 
node may also serve as a legal consigrunent node franchising authority to 
provide enforcement of integrity, security and quality control for the 
consignment node network. 

Figure 8 shows the consignment node routine that may 
10 be used to establish a virtual market. The market 450 may be selected from 
the consignment -node main menu, see figure d, to allow a participant to 
browse the consignment node goods database. The market 450 will display to 
the participant market categories 452, categories may be defined by the 
consignment node user to reflect the specialization of his consignment node 
IS -and the specialized markets or miscellaneous markets for his goods. The 
consignment node then gets the participants response 454 to the. market 
choices. The consigrunent node may then display market sub-categories 455. 
Again, the consignment node user may specify market sub-categories to 
reflect the specialization of the consignment node. The consignment node 
20 may then display items 458 and get the participant or market user response 
460 to the displayed choices. It is understood that the participant may browse 
or scroll through the goods on the market 462, 458, 460 until the participant 
responds with a desire to exit the market 463. If the response is a desire to 
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transfer to the market root directory 464 then the consignment node will 
return the participant to the market subcategories 456. If the participant 
responded with a desire to terminate the session 466 the consignment node 
will exit the market and terminate the participant's session- It is understood - 
5- that during the browse, loop 458, 460, 462 a participant may elect to buy or 
make an offer on a good and may invoke the transfer ownership routine, see 
figure 7, to effect the transfer of a good's ownership. It is also. understood that 
a parHcipant may make an offer on a good below the asking (or offered) price. 
Such a proposed offer may be stored by the consignment node and used to 
10 notify the good owner. The good owner may then accept the counter offer or 
reject. It is understood that a participant counter-offer may be made subject to 
an acceptance before date. It is also understood that a participant may 
establish a '^uy at" or "sell at" price/quantity for any good in the market. 

Figure 9 shows a logical flow diagram of the process that may be use to 
15 transact the transfer of ownership of goods on a consignment node at the ' 
store where a consignment node may be located. The consigninent node user 
invokes the store sale sub-routine 500 from a consignment node user 
terminal, see figure 1, The consignment node user may use the bar code • 
scanner to scan, the bar code of the good for sale 502. It is understood that the 
20 consignment node user may manually recall or search the consignment node 
database for the data record of the good or may let the consignment node 
software use the bar code to automatically retrieve the record 504. The data 
record is then scanned to retrieve price and sale information on the good 506. 
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It is important to note that a good, while on display at a consignment node 
user's shop may have transferred ownership and changed price via network 
participants. The consignment node then displays this information 508 at the 

consignment node user terminal. The store customer may then elect to 
5 purchase the good. .The consignment node may process a store customer 
purchase request by calling the appropriate sub-routine to bansfer- ownership, 
see figure 7, of the good. 

Figure 10 shows a logical process diagram for the central node to collect 
and process data concerning transactions on a pluraHty of consignment nodes 
10 and provide value added feed back to consignment node users on market ' 
positions and trends. Data processing 550 may be executed on a consignment ' 
r^ode or the centra] node to extract transaction data from a consignment node, . 
It is understood that the tape drive, or storage device may be used to log 
network transactions on the posting/ auctioning, buying and selling of goods 
IS and collectibles on a consignment node. This information may be collected by 
the central node oyer the consignment node network. The centi^al node may 
then plot sales, sale date, price over time and the like to create graphs of 
market performance 554. It is understood that the data correlati6n and 
processing steps 554, 556 may be customized to provide a particular 
20 consignment node user with usehal market information. The central node 
may also provide hard copies or electronically transfer the information to the 
consignment node users. It is understood that this may be a value added 
feature of a service that may be provided by a franchiser. It is understood that 
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the central node may log into a consignment node, with .well known remote- . 
processing and data transfer techniques such as the rlogon and FTP UNIX 
utilities fo make changes to the aforesaid virtual advertising soace on a 
consigninent node. 

5 Figure 11 shows the agent handler the consignment node may use to 

establish agent-to-agent and consignment node - to - consignment. node 
connecrions to' process participant agent requests. The agent handler 600 may 
be entered by a predetermined series of codes and verification procedures to 
verify a request for an agent connection to the consigninent node is from a 
10 bona fide agent and a bona fide consignment node. Once this is verified the 
agent handler may establish a session for the requesting agent 602. The 
requesting agent may then transfer its agents request to the consignment node 
604 and the consignment node may then check, its local database 606 to try to 
match the agents search request. ' The agent handler may then respond to the 
5 agents request 608 and terminate the agent session 610. 

Many variations of the present invention are possible with the present 
invention and are within the spirit and scope of the present invention. 
Those skilled in the arts wUI be able to make many variations on the present 
invention once this invention is known to the arts. 
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Therefore, I claim: 

1. An apparatus for creating a computerized rharket for used goods ar.d 
collectibles comprising: 

a consignment node. 

5 . ■ ■ 

2. The apparatus of claim 1 further comprising: 

a second consignmeiit node, said second consignment node connected 
to said first consignment node through a data network. 



0 3. The apparatus of claim 2 wherein said data network is the 



mtemet. 



4. The apparatus of claim 2 wherein said data network is a broadband 
network. 



5 5. The apparatus of claim 1 wherein said consignment node further 

comprises: 

a printer operably connected to said consigrunent node; 

a bar code scanner operably connected to said consignment node; and 

a tape drive operably connected to said consignment node. 

6. A method for creating a computerized market for used goods and 
collectibles using a computer, a database and a plurality of participant 
terminals comprising the steps of: 
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posting a used good on a market maker computer by creating a data 
record for said used good having an item identification and offer price; 

displaying in response to a participant request from said participant ' 
terminal to display said data record information on said participant terminal; 
5 processing an order to buy said good from said participant terminal by 

transferring ownership of said used good from a first owner to a second 
owner and changing said data record to reflect said second owner offer price; 
and 

posting said used good on a market maker computer at said second 
10 owner offer price. 

7. The method of claim 6 further comprising the step of: 
clearing the transfer of ownership of said used good in said step of 

processing by debiting an account of said second owher. ' 

15 ... ■ 

8. The method of claim .6 further comprising the steps of: ' 

. creating an option to buy or sell goods at some future date at a specific 
quantity arid price; and - 
selling said option to a participant. 



20 



9. The method of claim 6 further comprising the steps of: 

pooling the assets of a legal owner of a plurality of collectable goods; 



and 
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selling shares in said pool of assets from said step of pooling to a 
participant. 



10. The method of claim 9 further comprising the steps of: 
5 creating an option to buy or seU at some future date at a specific 
quantity and price of said pool of assets from said step of pooling said assets.; 
and 

selling said option to a participant. 

0 11. The method of claim 6 further comprising the step of: 

electronically presenting a good from a first computerized market to a 
second computerized market for goods by transferring said data record created 
in said step of posting a good for sale from said first computerized market to 
said second computerized market. 

12. The method of claim 6 further comprising the step of: " •. 
automaticaUy paying a bommission to said computerized market from 

said, transfer of ownership of said good by said computerized market 
deducting said commission, from said purchase price paid to said seller. 

13. The method of claim 6 hirther comprising the step of: 

creating a data record of said step of transferring ownership of said good 
in said step of processing an order and storing said data record on a storage 
device. 
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14. The method of claim 13 further comprising the step of: 
, searching said data records from said step of creating a data record ih 
response to a search request from a participant. 

5 15. The method of claim 13 further comprising the step of: 

analyzing said data records from said step of creating a data record to 
identify the price of a good over a predetennined period of time. 

16. A system for electronicaUy auctioning used goods and collectibles 
10 with a sever computer executing a caller program to generate auction calls 
over a data network to a plurality of user terminals, said server computer 
having a data record that reflects the items to be auctioned and a means for 
• clearing a purchase request from a user tenninal, said user terminal executing 
a program to receive said auction calls from said server computer comprising 
5 the steps of; 

posting a item to be auctioned by reading a computer record in said 
server computer for a data record of an item to be auctioned; 

posting an opening bid to said plurality of user terminals by said caller 
program processing an opening bid on said item to be auctioned and ' ' 
0 transmitting said opening bid through a data network from said ser^'er 
computer to said plurality of user terminals; 

receiving a bid response from said user terminals by said caller 
program processing a bid from said user terminal; 
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posting a revised bid that reflects the bid from said step of receiving a 
bid response to said plurality of user terminals by said caller program 
generating a revised bid on said item to be auctioned and transmitting said 
revised bid through a data network from said server computer to said 
5 plurality of user terminals; : 

repeating said step of receiving a bid response and said second step of 
posting a revised bid until no higher bids are received from said step of 
receiving a bid response; and 

transferring ownership of said item to be auctioned from said first 
10 owner to a second owner, said second owner having tendered said highest 
bid, by said caller program changing the ownership notation in said data 
record of said item to be auctioned. 

17. The method of claim 16 wherein: 

- 5 said transfer of a bid from said server computer to said plurality of user 

terminals is a pointer to a predetermined index of audio sound samples 
stored in said plurality of user tenninals, said plurality of user terminals in 
response to said pointer to said index of sound samples generates said sound 
represented by said sound sample at each of said plurality of user terminals. 

0 

18. The method of claim 16 further comprising the step of: ' 

, verifying said highest bid received is higher than a predetermined 
reserve price for said item to be auctioned. 
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19. The method of claim 16 wherein said data network is the internet. 

20. The method of claim 16 wherein said data network is a broadband 
5 network. 
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ABSTRACT 

A method and apparatus for creating a computerized market for used 
and collectible goods by allowing the electronic present of goods from one 
5 market to another in a trusted network, allowing the electronic auctioning of. 
goods, enabling an electronic agent to search the markets for locate a good, 
and enabling an electronic agent to search for the owner of a hard to find 
good. 
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FIGURE 3 
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CONSIJSNMENT NODES 



BACKGROUND OF THEJNVENTION 

This application is a continuation in part of VS. Patent application serial 
5 niimber 08/427,820 filed April 26, 1995, incorporated herein by reference in its 

entirety. The present invention relates to used and collectible goods offered for sale 
by an electronic network of consignment stores. More specifically, the present 
. invention may be an electronic "market maker" for collectable and used goods, a 
means for electronic "presentment" of goods for sale, and an electronic agent to 
10 search the network for hard to find goods. In a second embodiment to the present 
invention, a low cost posting terminal allows the virtual presentment of goods to 
market and establishes a two tiered market of retail and wholesale sales. 

Certain items and used goods have a large following of collectors. These 
. items include baseball cards, dolls, pens, watches, comic books, stamps, coiris, and 
15 the like. It is well known to establish shops specializing in these items. It is also 

well-known to establish boards for the sale of used goods. And is known to sell new 
goods on a special television channel like the Home Shopping Channel. 

The prior art does not provide a means to electronically markiet used goods or 
provide an avenue to allow participants to speculate on the price of collectable or 
20 used goods in an electronic market place. Moreover,- the art does not show a way for 
small to medium size business to use a low cost posting terminal in conjimction with 
a market maker computer to collectively create a virtual market for used and 
collectible goods. Thus, to address the short comings of the art the present invention 
has the following objectives: 
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To establish a low cost computer means for a used good ai^d/or cons.gnrr.ent 
stores to establish a "tinted" computerized market for used and collectible goods. 

To establish a computer means to administrate and provide inventory 
■tracking to used good and/or consignment stores when the stores make a virtual 
presentment of a good to a computerized market and the good is sold at the virtual 
market and/or the good is sold through the store front 

To establish a computer means to double tier a computerized market for 
goods, where the first tier is a retail price and the second tier is a wholesale or dealer 
to dealer price and an authorized dealer has preapproVed access to the dealer-to- • 
dealer price and may charge and display the retail price to a local store customer. 

To establish a computer means for archiving records of transactions in a 
computerized market for collectible and used goods and distributii^g the archive to 
computer tenninals that may then research and analyze valuation and price trends 
of collectible and used goods in the computerized market 

To establish a computer means for a used good store or consignment store to 
sell used goods and collectibles electronically and to provide the automatic 
electronic re-sale of goods purchased. 

To establish a market for goods with a dominant electronic "market maker" 

r^ode to aUow collectors to speculate oh the collectable goods market 

To provide the excitement of a "Uve" auction house type atmosphere to 

remote participants in a electronic auction. 

To provide data analysis to the market makers of collectable good or 
consignment node users on the price, price movements, and quantity of collectable 

goods in the virtual market. 

To provide an electronic agent interface for participants to search a plurality 
of consignment nodes to search for a used good or collectable item. 
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To provide a means to track down the owner of a particular used or 
coUectable good. 

Further, to provide a trusted network of consignment nodes that act as 
brokers to provide a means to electronicaUy present a used good or coUectable to nn 
electronic market. 

The foregoing objects and advantages of the invention are illustrative of those 
which can be achieved by the present invention and are not intended to be 
exhaustive or limiting of the possible advantages which can be realized. Thus, these 
and other objects and advantages of the invention will be apparent from the 
description herein or can be learned from practicing Ae invention, both as embodied 
herein or as modified in view of any variations which may be apparent to those 
skilled in the art. Accordingly the present invention resided in the novel methods , 
arrangements, combinations and improvements herein shown and described. 

The present invention is a network of corisignment nodes and a low cost easy 
to use posting terminal for the virtual presentment of goods to market A 
consignment node is a computer database of used goods preferably operated by a 
used good, collectable shop keeper or a bailee. A posting terminal is a low cost easy 
to use computer and computer peripheral devices used by a small store owner to 
present goods to a computerized marker and track the sales of goods and control the 
posted inventory. All consignment nodes users or operators, hereinafter users, are 
"trusted" licensees or franchisers of the software and hardware necessary to aeate 
and operate a consignment node. Thus, the network provides a trusted means for 
consignment node users, e.g. shop keepers, to establish electronic markets for 
collectable goods, establish electronic auctions, establish a means for searching each 
others shops to locate hard to find collectibles items, and a means to electronicnlly 
present goods to a market. The present invention will allow, or license, certain 
consignments nodes to become a dominant market maker for a particular class of 
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goods, for example, a consignment node franchise may be given the rights to 
establish the dominant market for coUectable antique pens. It is understood, a 
central market maker computer may be virtually divided into different markets with . 
posting terminals used as the means for the market to obtain virtual title goods. 
Other consignment nodes, after taking physical possession of a good, may make an 
electronic presentment of that good to such a dominant consignment node market. 
Thus, a local coUector of antique pens may bring a pen to a convenient consignment 
node in Smalltown, USA, the consignment network would allow this coUector to 
electronicaUy "present" his pen to the dominant market make node for antique pens 
in for example, Chicago. Participants, e.g. customers and collectors (hereinafter 
"participants"), may reach a dominant node's market, or any other consignment 
nodes electronic store, from his or her home by logging on from a PC located at the 
participant's home to their locally operated consignment node and reaching the 
distant consignment node through network of consignment nodes. Thus, each 
consignment node user, e.g. shop keeper, has a potential participant, i.e. customer 
base, of all consignment node participants. In other words, a potentially huge 
customer base that incurs the minimal cost of a local consignment node connection 
may reach any other consignment node through the consignment node network. 
And local collector's may economicaUy participate in the collectable markets by 
using local access to a convenient consignment node "trusted" baUee, and 
electronically presenting collectable goods to an electronic market 

A consignment node in a simple form may have a computer 10, a digital 
camera 12, a bar code scanner 14, a display 16, a printer 20, a keyboard 18, a. 
database 22 and a network connection 26 collectively called hereinafter a 
consignment node. The present invention also has a user interface npplication 
program to execute an a user or participant's data terminal 28. 
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Tne consignment node may have four modes of operation: a software 
dowoiload mode, an auction mode, -a marketmode, and an agent mode. The 
software download mode aUows a participant to log into the consignment node and 
receive a download of a participant interface appHcation program The auction 
mode allows a participant, from the participant interface appHbtion program, to log 
into a consignment node topartake in an electronic auction. The market mode 
allows a participant with the participant interface program to log into a consignment 
node to browse the consignment node database to search for a used or coUertable 
good. The agent mode allows a participant to log into a consignment node to 
formulate a search request for a particular used good or collectable. The 
consignment node may search its own database for the requested good and/or 
generate agents to search and report back a search request of other consignment 
nodes. 

The present invention may allow a participant to electronically purchase 
goods from a consignment node and to select whether the good should be shipped 
to a participant designed location or the" participant may take electronic legal 
ownership of a good and post anew participant defined offer or reserve price. By 
the interaction of a plurality of participants buying and selling coUectibles on a 
consignment node, posting "buy at" and "sell at" quantities and prices the 
consignment node may establish a market or become a "market maker" for 
coUectable goods. A participant may also elect to electronicaUy transfer or present a 
good to a different consignment node or market This allows a participant to 
speculate with coUectable goods on the consignment node network's different 
markets nnd not incur the shipping costs with physicnily moving the k<«hIs. wliil.- 
providing a trusted means to assure potential buyers of the good's bona fide 
availability and legal title. 
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The consigninent node operator or purveyor, hereinafter referred to as the 
consignment node user, establishes his consigrmient node by creating a database of 
used goods or collectibles, hereinafter the term "goods" shaU be used to reflect used 
goods, new goods and collectibles. The user takes the first good to be put on the 
database and invokes the consigninent node software to create a data record. For 
example, the user owns a baseball card collector shop and the user wants . to post his 
Babe Ruth collection. The user in this instance invokes the consigninent node to 
"build the database mode" and the invention initializes the digital camera 15. The 
user then "photographs" or digitizes the image of the .particular Babe Ruth card; 
The consignment system then displays an empty database record on the display to 
accept text information concerning the card. 

The user fills out the display record with information concerning the 
particular Babe Ruth card. The consigiunent node verifies that enough information 
has been filled out in the displayed computer record, as well known to the electronic 
database arts, and accepts the record. It should be noted that the consignment node 
database record has data fields for the consignment node user to add value to his 
consignment node postings with subjective information such as condition of the 
card, special features such as autographed by Babe Ruth, and the like. Thus, the 
consignment node user may build business goodvriU into his particular consignment 
node operation by establishing his own particular subjectivity and quality standards 
in item postings. 

After the data record or the particular Babe Ruth card is accepted by the 
consignment node the system may print out a bar code label on the printer 20. The 
user may then put the particular Babe Ruth card into a plastic bag and affix the bar. 
code label to the bag. The bar code labeling system becomes a useful inventory 
management tool discussed below. 
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I, is ^d=rs«»d in *is fo. example *e. fte consigrn-en. node user is .he 
le^ end equiUble owner of *e Bebe Ruth card and ^ user posted a reser.. 
orTser price on *e pardcular card a. his posing, in a second mus««ve example, 

3 local residentwould Bk. „pos., for example, his Frar^ Robinson baseball' card. 
^eresiden-bringsMsFranlcRobinson card .othebaseball card s«,re and «lls me 

„„i6„n.en. node user he would like .0 offer his Frank Robi«cn card for a 
„„ijr^en. sale. Again, .he cor^gnm^. nod. use, invokes fte system da«base 
posHng mode and "pho»gr.phs- *e Frank Robtason card with digital camera U 
AS above, the user fills in the system . generated display prompt for infotmanon 
concerning *e Frank Robinson card. The resident informs *e user of the reser^-e or 
offer price and signs or agrees .0 a consignment conu^ct with the consignmer,. node 
^ .0 accept the consignment terms .0 pay the consignment node user on the sale 
o, the card, for example 6%. of sales price as a consignment fee. Again, the system 
:r,ay print the appropriate bar code for the Frank Robinson card. The consignment 
node user then «.kes poss^sk^ of the cari ar>d may affix the bar code label to an 
,ppn.pria.e cardholder. It should be noted by the consignment node user may 
.gain -add value" to his consignment node by entering subjective crrteri. in the 
database entry for auAcnticity. condition, spedal attitetes and the like. The 
partidpan. or local resident may now electronically present his Frank Robinson card 
,0 any consignment node, consignment node auction or consignment node market 
maker in the consignment node network. 

These processes may be repeated again and again to establish a substantial 
database of goods for sale. It should be noted that the consignment node user may 
at his discretion take postings from reputable dealers or coUectors via a facsimile 
machine or other forms of electronic or verbal presentment of a good for sale. It is 
within the souxid discretion of an individual consignment node user to establish 
these practices. It is within the scope of the invention, however, to take electronic 
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postings from other consigrznent node users or individuals over the network, as . 
discussed below. Each consignn^ent node user may be a franchisee of a central 
f^chiser and the franchiser may police the network to give quality control, de tect 
feud and revoke the franchises or Ucenses of poor quaUty consignment node users. 
Thus the consignment node is a "trusted" network for consignment node users 
providing value to the network by imposing a quality and performance structure on 
the consignment nodes. Ihe same franchise enforcement scheme is also available to 
the low cost posting terminal embodiment to the present invention. 

Thp gale 

A buver. hereinafter participant, may electronically log onto a consignment 
node via a network connection by use of a PC with participant interface software, 
through an interactive television application, workstation, internet browser or the 
like. The network connection drivers for the consignment node are discussed in 
detail below. The participant may enter the browse node and peruse the 
consignment node database of goods. It is understood that the participant may 
receive the image taken with a digital camera 12 of the goods at the participant 
terminal. The participant, upon finding for example the above-posted Frank 
Robinson card may decide to purchase the card. Tl.e participant may present 
electronic payment to the consignment node by entering a credit card number and 
expiration date or other forms of electronic payment. It is understood that a secure 
and/or encrypted means may be established between a participant's interface 
appUcation and a consignment node to transfer sensitive or theft prone information. 
Moreover, a participant may establish an account with his local consignment node to 
be debited and credited with the hmds used and generated with his transactions. 

The consignment node may, for example, dear the transaction by charging 
the participant's charge card account and crediting the consignment node store 
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account by weU-known credit card clearing techniques. After the consignment node 
has cleared the transaction the system electronically transfers ownership of the 
Frank Robinson card to the participant The participant may then be presented with 
the choice of directing the delivery of the Frank Robinson card to a desired location 
or may choose to post a new reserve or offer price for the card and direct the card to 
remain in the possession of the consignment node user. Thus, the consignment node 
allows a participant to speculate on the price of the Frank Robinson card and 
establishes an electronic market for the Frank Robinson card. It is understood that 
the consignment node may have many Frank Robinson cards available, thus by the 
interaction of collectors electronically buying and selling the collectibles it will 
establish a market price for a Frank Robinson card or any other good. For each 
transaction, the consignment node user extracts the smaU consignment fee, e.g., 6"/o 
of the sales price, thus the consignment node user directly benefits from operating a 
reputable consignment node. If the participant elects to take delivery of the 
purchased goods then the consignment node may track the delivery and ownership 
of this good to this particular participant in a data record. This data record may be 
useful to speed the posting of the good, should the participant later dedde to re-post 
and sell the good, and it also creates a valuable database of records to track the 
possession and ownership of a coDectable. This feature may be useful in the agent 
mode, e.g., tacking down very hard to find items, discussed more fully below. 

Thp Auction 

For a rare good, a good in a volatile market, or a good's initial posting the 
consigTunent node user or participant may wish to auction the good, with or without 
reserve, to the highest bidder. In this mode, the good may be posted on the 
consignment node by the means described above but the data record representing 
the good is identified as waiting for an auction date and may not be purchased on 
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the electronic market Alternatively, an item may be in the electronic market of the 
consignment node with a high reserve price that may be lowered in the auction or 
Uquidation mode. Here the consignment node user or the good's participant o^vner 
xnay enter a protected data field a confidential reserve price for the auction mode. 
The consignment node user arranges by invoking the appropriate consignment node 
program a time and date for an electronic auction. The consignment node user or 
good's participant owner may establish, in a data record that represents the good, a 
desire for the item to be auctioned. For example, a pawnshop operator of a 
consignment node may have several Rolex watches he wishes to auction with 
reserve tius Saturday ni^t at 7:00 pjn. The consignment node user, here a 
pawnshop, identifies on the Rolex watch records the auction date and the 
confidential reserve price. The consignm^t node system may "advertise" auction 
dates, items and auction terms in the consignment node log on welcome message 
discussed below. Moreover, a good that is identified as awaiting an auction date 
may be viewed before auction in the consignment node browse mode by a 
perspective auction participant 

At the auction date, perspective participants log onto the consignment node 
auction mode locally or through the consignment node network and await the first 
good to be auctioned. It is understood that in the best mode of the invention the 
participant will have a data terminal with a digital to analog converter such as a 
■ "sound blaster" and speaker, the digital to analog capability may be used in the 
auction mode to bring ti^e aural excitement of an auction, e.g., the call of the heckler, 
the caller and bidders, home to the auction participant This is discussed in more 
detail below. 

The consignment node takes the first item to be auctioned and posts the 
image of the good and the good's text record to the participants. The consignment 
node then posts the opening bid. It is understood that the bid postings may be in a 
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protocol that invokes the generation of an auctioneer's voice at the participant 
terminais. The participants may then respond with a higher bid. The consignment 
node mode scans electronicaUy the participants for bids and accepts the highest bid. 
If bids are tied the consignment node may take the first highest bid by the 
participants log on order. A particular bidding participant receives a special 
acknowledgment from the consignment node that her bid was accepted. The 
consignment node then posts the higher bid to all the electroruc auction participants. 
The consignment node repeats this process until no higher bid is received for a 
predetermined amount of time and closes the auctioning of that particular good. • 
The consignment node then checks whether the highest bid received is greater than 
the reserve price, if appropriate. The consignment node may then post sold! and the 
sell price to all participant terminals and proceed to post the next item for auction. 
Again a successful purchaser may elect to direct delivery of the good or post the 
good on the electronic market at a new participant determined offer price. 

It is understood that the terms of the auction sale are posted and agreed to by 
the participants before allowing a participant to bid on goods in compliance with 
local requirements and statutes; It is also understood that a participant may make 
electronic payment for the goods or establish a line of credit or collect on delivery 
terms within a particular consignment node user's discretion. This may be 
established by a relationship between a local consignment node user and a local 
participant at the local consignment user's discretion. 

It should be noted that a consignment node user may sell virtual advertising 
space or a central master node e.g., the franchiser, may coordinate the sale of 
advertising space on a pool of consignment nodes to reach target market 
participants. For example, if a participant has purchased or speculated in antique 
pens, and advertisers of an antique pen specially consignment node wishes to target 
market individuals on the network who have purchased collectable pens in the past. 
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A central coordinated master node may sell advertising to an advertiser for the log 
on message or e-mail targeted participants and users. Thus, the network of 
consignment nodes can establish a market for target marketing or blanketed 
advertising of goods and services sold locally or on a network level by a central 
node. 

The Agent 

The Agent Mode aUows a consignment node participant to search a pluralit}- 
of consignment nodes and purchase records for a used good. A participant.may log 
onto his local consignment node to shop. This participant, for example, may be 
interested in purchasing a particular used coin for her collection. The participant 
may invoke a consignment node Agent to search the network of consignment nodes 
for this coin. The participant fills in the search parameters for this coin, for example, 
a 1S72 U.S. penny from the Denver Mint The consignment node Agent task handler 
verifies the Agent form is sufficiently filled out and accepts the task. The Agent 
checks a list of other consignment nodes network addresses kept by the local 
consignment node database and generates an Agent communication message to 
each consignment node on the list and begins to establish communications to the 
other consignment nodes. An Agent message between consignment nodes begins 
by coordinating or reconciling the database on each consignment node of the 
locations and/or address of other consignment nodes. U a consignment node has a 
different list of consignment nodes in its database it wiU pass the node update 
information to the other consignment node. The consignment node originntins thi- 
Agent task will generate a new Agent task to accommodate the information 
concerning the new consignment node. Once the consignment node database of 
consignment nodes is reconciled, the Agent will search the consignment nude 
database for the goods requested. The Agent will report back whether the search of 
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the local market database was successful and how many good that matches the 
Agent search request it found. An Agent may also search the consignment node 
database of past transactions to identify an owner of a particular good. The Agent 
may then report that John Doe of Main Street, U.S A. was the last known pu rchascr 
of a 1872 U.S. penny from the Denver Mint at this node. It is understood that 
differing levels of privacy are available to consignment node purchasers, so as onlv 
allowing the local consignment node user to view past purchaser information 
and/or provide the Agent with an option of contacting that consignment user so he 
may contact the prior purchaser, thus, protecting privacy while allowing bona fide 
offers to reach the prior purchaser in confidence. 

Once some of the Agents start reporting back to the Agent originating 
consignment node, the originating consignment node may report the results to the 
consignment node piirticipant of the Agents' results. Such results may give the total 
number of matching items found thus providing the local participant/collector an 
indication of the depth of this market It is understood that a local consignment 
node user may charge participants for Agent requests. 

rnmputer Tmplpmpntation 
In the preferred embodiment of the present invention a consignment node 
may use a multitasking operating system such as UNIX, OS/2, NT or VMS. 
However, a Microsoft DOS or Windows implementation is within the scope of the 
present invention. The consignment node may be networked via TCP/IP nnd the 
internet or a private TCP/IP network or X25 private or pubUc network or ser\'ice 
providers network of ISDN. ATM and the Uke. It is understood, that a consignment 
node may support a plurality of protocols simultaneously. Moreover, it is 
understood that the participant interface application program may execute on a 
. wide variety of platforms such as PC's, MAC's, Power PC's, workstations, cable sut- 
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top boxes, video game hardware and the Uke and are within the scope of the present 
invention. The posting terminal embodiment is discussed in detail below. 

BRIEF DESCRIPTION OF THE DRAWINGS 

Figure 1 shows the consignment node of the present invention may have a 
computer 10, a data storage device 22, a tape drive 24, a digital camera 12, a bar code 
scanner 14, a display 16, a keyboard 18, a laser printed 20, and a network connection 
26. A participant user terminal is shown at 28. 

Figure 2 shows a schematic block diagram showing the logic flow of a user- 
log in at a consignment node. 

Figure 3 is a schematic diagram showing the logical flow of the consignment 

node auction process. 

Figure 4 is a schematic diagram showing the logical flow of the consignment 

node market or browse mode. 

Figure 5 is a schematic block diagram showing the logical flow for posting a 
new used good on the consignment node. 

Figure 6 is a schematic diagram of a subroutine that may be used to post 

auction bids. 

Figure 7 is a schematic diagram of a subroutine that may be used by the 
consignment node auction process to receive participant auction bids. 

Figure 8 is a schematic diagram showing the logical flow for a subroutine that 
may be used to transfer ownership of an item. 

Figure 9 is a schematic diagram showing the logical flow for a consignment 

node in-store sale of a good. 

Figure 10 is a schematic diagram showing the logical flow of post-processing 

and analyzing consigiunent node sales. 
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Figure 11 is a schematic diagram showing the logical flow.of the consiguTT^cnt 

node Agent handler subroutine. 

Figure 12 is a block diagram of the posting terminal to market maker 

computer connections. 

Figure 13 is a diagram showing a user interface on a posting terminal or 

consignment node. 

DETAILED DESClUPnON OF THE PREFERRED EMBODIMENTS 

It is understood that the get session identification procedure 100 is a routine 
that monitors the communication ports and virtual communication ports residing on 
a protocol stack. The consignment node may use, .for example, a X.25 interface card,- 
available from Hcon Corporation or Frontier Corporation to execute an X.25 
protocol stack in a PC workstation. The get session identification 100 program may 
monitor the X25 protocol for incoming calls. If the program identifies an incoming 
caU it may answer the call by transmitting the appropriate X.25 packet to the 
network on the appropriate virtual channel. It is understood that other protocols, 
such as TCP/IP, DECNET, SNA and ATM are within the scope of the present 
invention and that multiple protocol stacks may simultaneously execute in a 
consignment node. Therefore, the get session identification program 100 may have 
multiple instances to connect and monitor the various protocols. After the get 
session identification 100 has appropriately answered an incoming call to the 
consignment node, it may invoke the display welcome message and menu routine 
101 

It is understood that the get session identification 100 provides sufficient 
information to the display welcome message and menu 102 to allow the display 
welcome message and menu 102 to connect to the appropriate session or virtual 
channel. At this juncUire, if the participant is using an approved interface program. 
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the interface program will send a predetermined code to indicate its version and 
other characteristics of its display driver. If a participant is logging in from a TTY 
terminal or other terminal the display welcome message and menu 102 may detect 
this information and send the appropriate TTY welcome message. This procedure 
may also be used to identify features and languages supported on various intemet 
world wide web browsers. It is understood that the welcome message is viewed by 
the consignment node user as virtual advertising space that may be sold by the 
consignment node user or coordinated with the master control node (discussed in 
detail below). The participant may respond to the display welcome message and 
menu 102 program by giving an appropriate log on response 104. The get log on 
response 104 may verify and grant a level of access privileges to the participant. It is 
understood that the consignment node user may require the get log in response 104 
to retrieve a credit card number, pin ninnber, user ID and the like, to grant access 
privileges. If a participant is using a TTY terminal those sessions may be shunted to 
the download interface program (DIP) 106 routine to receive an appropriate 
interface program from the consignment node. The DP 106 may present a list of 
choices as to what version interface program should be downloaded, such as DOS, 
Windows, UNIX, MAC platforms and what transfer program is desired such as 
Kermit, Xmodem, FTP and the like. A participant with a participant interface 
program may also elect to receive a new interface program from the DP 106. It is 
understood that an older, no longer supported interface program participant may be 
shunted to the DP 106 to receive a new interface program. 

A participant with a supported interface program may select the auction lOS, 
market 110 or agent handler 112 sections of the consignment node. If a participant 
selects auction 108 the participant may be presented with a menu of auction 
selections such as auctions in session, future auction times, dates, locations and 
topics, and auction preview. If a participant selects auctions in session the 
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participants' session is passed to the appropriate auction handler, as discussed 
below, li a participant selects future auctions the participant will be given a list of 
future auction times, dates, terms, locations and topics of auctions on this and other 
^onsigTunent nodes. It is understood that these displays represent a virtual 
advertising opporturuty for the consignment node user and the advertising space 
may be sold by the consignment node user or by the master control node. If the 
participant selects the auction preview, the auction process 108 passes the 
participant session to the market session 110 with data that indicates an auction, 
preview desired by the user. 

If the participant selects the market 110 choice the participant is given a menu 
of markets that the participants may browse, discussed further below. If the 
participant selects the agent handler 112 the participant may be provided with an 
electronic form to create a search for a good. The participant may then execute this 
Agent's search request to searcH the network of consignment nodes' databases to 
look for the desired goods. The Agent is discussed more fully below. The Agent 
Handler 112 also receives incoming calls from, other agents to process the external 
agents search request on the consignment node. The participant interface and 
consignment node participant functions are discussed in detail below. It is 
understood that the agent may also function between virtual markets on a market 
maker computer and with the transaction archive database discussed below. The 

discussion now turns to the operation of the consigrunent node by the user. 

Figure 3 shows a logical flow diagram of the steps the consignment node may 
use to create a database record of a good for sale or for auction. 

The consignment node user may invoke the consignment node program to 
enter the posting 200 mode to create a data record for the good.. The posting 200 
mode initializes 204 the consignment node to receive information on a new good. 
The initialization 204 step displays a data record with data fields on the consignment 
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node tenninal for the user to fill in information on the good. The initialization step 
204 also initializes the consignment node peripheral devices such as the digital 
camera 12 and the printer 20. The consignment node user then "photographs" or 
. digitizes the image of the good from one or more perspectives as well known to the 
digital camera arts. The consignment node receives the digitized image(s) at recei\'e 
image 206 step. The consignment node program then prompts the consignment 
node user for information on the good 208. The consignment node receives 
information 210 that the consignment node user inputs to the data record displayed 
at step 208. The consignment node program verifies 212 that the necessary 
information, such as owners name, reserve price, market or auction designation is in 
the data record. The verify step 212 will reject the record and return the 
consignment node user data entry mode 210 if the record does not have the 
minimum information.* If the record is verified 212 as complete enough to commit to 
the consignment node database, a data record is created 214 and linked into the 
consignment node database. The consignment node program then generates and 
prints a bar code 216 that indicated the data record. The bar code system is used by 
the consignment node to maintain an accurate inventory and is a hook for local sales 
(discussed below). The posting routine may then exit 218 and return from the 
posting program. By repeating the posting routine of figure 3 the consignment node 
user may build a database of goods for the consignment node market, auction 
and /or agent searches. 

Figure 4 shows the logical block flow diagram of the processes the 
consignment node may take to execute an auction. It is understood that the 
consignment node user may manually invoke the auction process, or may schedule 
the consigriment node to execute the auction process. The auction process begins by 
initializing 250 the data structures, records, queues and the like to conduct Ihc 
auction process. The connection between the auction process and auction 
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participants is discussed below. The auction process gets the first item to be 
auctioned 252 from the database of goods to be auctioned 254. The consignment 
node then calculates the opening bid 256 by a predetermined formula such as 50% of 
the reserve or general solicitation of an opening bid is posted to the auction 
participants 258. The consignment node auction mode then scans the participants 
for a higher bi.ds 262. If a higher bid is found the new bid is posted 264. It is 
understood that the steps of checking for bids 260 determines if the bid is higher 262 
and posting the new higher bid 264 is repeated until no higher bids are received. 
After the typical auction dosing of going once ... twice ... three times the auction is 
closed 266. The consignment node auction program then compares the highest bid 
received with the good's reserve price 268 to determine whether to transact the sale. 
If the highest bid is greater than the reserve price the corisignment node auction 
process posts sold! for xxx amount to the auction participants and calls the transfer 
ownership subroutine 270, discussed further below, and transfers the ownership of 
the good. If the highest bid is less than the reserve price the consignment node 
auction process announces no sale! 272 to the auction participants. The auction 
process then proceeds 274 to get the next good to be auctioned 278. The 
consignment node auction process is then repeated until all the goods to be 
auctioned have been run through 278. The consignment node auction may then 
close and terminate the participant sessioris 280. It is understood that the transfer 
ownership 270 sub-routine may require time to dear the transaction and, therefore, 
may be best implement as a spawned child process to the auction process. This will 
keep the consignment node auction executing at an exdting and fast pace for the 
partidpants. The consignment node auction process itself may execute in several 
ir\stances to provide simultaneous auctions on a consignment node. Thus a 
consignment node may conduct several simultaneous auctions on several virtual 
runways. It is understood that in the auction mode the consignment node and the 
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participant interface software may communicate using a protocol that allows the 
consignment node auction driver to "point to" locations stored in the participant 
interface software, to cause the participant interface software to generate the sound 
of a auctioneers voice on the sound blaster, or equivalent board. Thus, the present 
' invention uses pre-stored sound samples of different auction prices and auctioneer 
"string" along aural calls inside the participant interface software, and allows the 
generation of said pre-stored sound bites to be invoked by the consignment node 
driver through the said special protocol. This method greatly reduces the 
bandwidth necessary for a consignment node to support the generation of exciting 
auctioneers calls at a plurality of participant terminals. It is understood that the 
generation of an audio bit stream from the consignment node to the participant 
terminals is also with the scope of the present invention. 

Figure 5 shows the logical flow for the post bid subroutine 300. The post bid 
sub-routine may be invoked from several consigrunent node processes, those 
specifically described thus far are the post opening bid 258 and posting bid 264 
logical processes. The post bid 300 sub-routine is used to communicate between a 
consigirment node and multiple participants. The post bid 300 sub-routine gets 
participant session identifications 302 from a data record or data structure that 
contains a list of session identifications of participants who have logged onto the 
auction sessions. The next step sends the bid passed to the post bid 300 subroutine 
to each participant session identified in the data structure 306. Bids are posted to 
each participant through an appropriate driver 308. The driver may be identified for 
each particular user session. For example, a PC user logged into the consignment 
node via an X.25 virtual channel may require a host PAD driver in the consignment 
node to communicate asynchronously to the PC terminal interface application. A 
network user may require a TCP/IP driver to connect between the consignment 
node and the participant networked terminal. After communicating the bid to 
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participants through the appropriate device driver 308, the post bid sub-rourine may 
exit and return 310 to the calling routine. 

Figure 6 shows the consignment node subroutine to check participant 
sessions for bids during the auction mode. Check for bids 350 maybe a subroutine 

called by the auction program to scan for bids. It is understood that when a 
participant logs into the consignment node and selects the auction mode, (see figure 
2), the participant's session identification is passed to a data structure. The data 
structure maybe used by the check for bids 350 sub-routine to conectiy identify 
participante at a particular virtual auction. As noted above, the consignment node 
may support multiple simultaneous auctions, therefore, may require multiple 
instances of the aforesaid data structure. The check for bids sub-routine 350 opens 
or connects to the appropriate data structure storing or holding participant session 
identifications who are participating in the check for bids calling auction program 
instance at the get session identification step 352. The buffers associated with each 
session is scanned for an input 354. If a participant has input an "exit" command or 
symbol 356 the routine removes that participant's session identification from the 
auction identifying data structure and allows the participant to exit 362 the auction. 
The participant's session identification may be returned to a data structure that 
allows the participant to return to the consignment nodes main menu, see figuu-e 2, 
or terminate the participant session. The subroutine then compares the bids and 
takes the highest bid 358. If bids are tied for the highest bid the sub-routine may use 
the first received bid and reject the others 358. The sub-routine then notifies the 
participant session who had the highest bid 360. It is understood that the take the 
highest bid step 358 and notify bidder step 360 are aware of the current bid price for 
a good and will not allow a lower bid to be accepted. It is understood that the' 
participant session buffers are flushed after they are scanned to remove old or latent 
bids. The check for bids sub-routine then returns to its calling routine. 
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Figure 7 shows the transfer ownership routine 400 that may be used to 
transfer the ownership of goods and coUect&les in the consignment node. The 
transfer ownership sub-routine may be called from several consignment node 
modes and processes to effect the transfer of legal ownership. The first step in the 
transfer ownership sub-routine 400 may be to verify a participant purchaser 
information 402. It is understood that the consignment node may use a variety of 
well known authenticating procedures to verify a participant, such verification 
techniques include personal identification numbers (PINS), passwords, call back, 
and a plethora of encryption techniques and personal information identification 
means to provide a reHable verification technique. It is understood that a 
consignment node user may have established a credit or deposit account for the 
participant from past sales or the transfer of funds and the verify step 402 may 
connect the participant, to the account The dear charge 404 step is used to clear the 
participant consignment node transaction. It is imderstood that this may be via an 
external credit card clearing network, a connection to a credit account, or though one 
of the many proposed electronic fund transfer schemes such as debit cards, e- 
money, and clearinghouses. After the transaction dears the charge 404, the 
consignment node credits the consigiunent node users commission account 406 to 
extract the consignment node transaction fee. The consigiunent node then transfers 
legal ownership 408 of the good by changing the ownership entry in the data record 
in the consignment node of the good. The coi^signment node may then print a 
record of the transaction 410. It is understood that step 410 may also be used to keep 
a log on the consignment node storage or tape drive. The consignment node then 
removes the good from sale or auction status 411 It is understood that the data 
record representing the good is "locked" during the transfer ownership sub-routine 
to prevent collisions of actions and transfers of the good. If the participant has 
elected to ship goods then the consignment node will print a shipping label 404 for 
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the consignment node user to attach to the good for shipment The transfer 
ownership routine may then exit 416. If the participant has elected to re-post the 
•good or coUectable the participant may specify a new reserve or offer price for the 
good or coUectable. It is understood that the purchasing participant may elect to 
leave the good or collectable at the consignment node and post a new offer or 
reserve price and may identify that the good is on the market, e.g. may be bought . 
and sold at any time, or that the good is awaiting an auction date. Moreover, the 
participant may elect to have the good viewable on the market or "invisible" to the 
market while awaiting an auction date 422. It is understood that the participant 
may elect to leave the good at the purchased consignment node and electronically 
transfer the offering of a good to another consignment node. It is understood that 
consignment node users may run a "trusted" network between consignment nodes 
to provide the trust between merchants, that the goods exists and that the network 
between the consignment nodes to provide for electronic presentment of a good is a 
secure network connection. This allows collectable goods to be concentrated for a 
single electronic auction or virtual coUectable market on a market maker 
consignment node without incurring the costs of shipping the goods to a central 
location to bring the good to the market maker consignment node. It is understood 
that the trusted posting of goods on a market maker node is a value added feature a 
smaU tovm consignment node user can provide to his iminediate coUector 
community. It is understood that the master central node may also serve as a legal 
consignment node franchising authority to provide enforcement of integrity, 
security and quality control for the consignment node network. 

Figure 8 shows the consignment node routine that may be used to establish a 
virwal market. The market 450 may be selected fron; the consignment node main 
menu, see figure 2, to aUow a participant to browse the consignment node goods 
database! The market 450 wiU display to the participant market catcgorii-'s 452, 
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categories may be defined by the consigiunent node user to reflect the specialization 
of his consignment node and the specialized markets, or miscellaneous markets for 
his goods. The consignment node then gets the participants response 454 to the 
market choices. The consignment node may then display market sub-categories 456. 
Again, the consignment node user may specify market sub-categories to reflect the 
specialization of the consignment node. The consignment node may then display 
items 458 and get the participant or market user response 460 to the displayed 
choices. It is understood that the participant may browse or scroll through the 
goods on the market 462, 458, 460 untU the participant responds with a desire to exit 
the market 463. If the response is a desire to transfer to the market root directory 464 
then the consignment node will return the participant to the market subcategories 
456. If the participant responded with a desire to terminate the session 466 the 
consignment node will exit the market and terminate the participant's session. It is 
understood that during the browse loop 458, 460, 462 a participant may elect to buy 
or make an offer on a good and may invoke the transfer ownership routine, see 
figure 7, to effect the transfer of a good's ownership. It is also understood that a 
participant may make an offer on a good below the asking (or offered) price. Such a 
proposed offer may be stored by the consignment node and used to notify the good 
owner. The good owner may then accept the counter offer or reject It is understood 
that a participant counter-offer may be made subject to an acceptance before date. It 
is also tmderstood that a participant may establish a "buy at" or "sell at" 
price/quantity for any good in the market 

Figure 9 shows a logical flow diagram of the process that may be use to 
transact the transfer of ownership of goods on a consignment node at the store 
where a consignment node may be located. The consignment node user invokes thu- 
store sale sub-routine 500 from a consignment node user terminal, see figure I. The 
consignment node user may use the bar code scanner to scan the bar code of the 
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good for sale 502. It is understood that the consignment node user may manually 
recall or search the consignment node database for the data record of the good or 
may let the consignment node software use the bar code to automatically retrieve 
the record 504. The data record is then scanned to retrieve price and sale . 
information on the good 506. It is important to note that a good, while on display at 
a consignment node user's shop may have transferred ownership and changed price 
via network participants. The consignment node then displays this information 50S 
at the consignment node user terminal The store customer may then elect to 
purchase the good. The consignment node may process a store customer purchase 
request by calling the appropriate sub-routine to transfer ownership, see figure 1. of 
the good. 

Figure 10 shows a logical process diagram for the central node to collect and 
process data concerning transactions on a pluraUty of consignment nodes and 
provide value added feed back to consignment node users on market positions and 
trends. Data processing 550 may be executed on a consignment node or the central 
node to extract transaction data from a consignment node. It is understood that the 
tape drive, or storage device may be used to log network transactions on the 
posting, auctioning, buying and selling of goods and collectibles on a consignment 
node. This information may be collected by the central node over the consignment 
node network. The central node may then plot sales, sale date, price over time and 
the Uke to create graphs of market performance 554. It is understood that the data 
correlation and processing steps 554, 556 may be customized to provide a particular 
consignment node user with useful market information. The central node may also 
provide hard copies or electronicaUy transfer the information to the consignment 
node users. It is understood that this may be a value added feature of a service that 
may be provided by a franchiser. It is understood that the central node may log into 
a consignment node, with well known remote processing and data transfer 
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techniques such as the logon and FTP UNIX utilities to make changes to the 
aforesaid virtual advertising space on a consignnient node. 

Figure 11 shows the agent handler the consignment node may use to establish 
agent-to-agent and consignment node - to - consignment node connections to 
process participant agent requests. The agent handler 600 may be entered by a 
predetermined series of codes and verification procedures to verify a request for an 
agent connection to the consignment node is from a bona fide agent and a bona fide 
consignment node. Once this is verified the agent handler may establish a session 
for the requesting agent 602. The requesting agent may then transfer its agents 
request to the consignment node 604 and the consignment node may then check its 
local database 606 to try to match the agents search request The agent handler may 
then respond to ^e agents request 608 and terminate the agent session 610. 

A second embodiment to the present invention, shown in figure 12, uses a 
low cost portable "posting" terminal to allow the virtual presentment of goods to 
market The posting terminal has a digital camera, a bar code printer, a bar code . 
scanner, a modem and posting terminal software. The posting terminal works in 
conjimction wiA a market maker computer. The market maker computer has a 
database of goods for sale, a posting/de-posting communication handler, a database 
to world wide web (www) mapping module, a www server, a transaction process, a 
posting terminal communication manager, a sold database, a shipping database and 
an account database and has much of the functionality of the previously described 
consigiunent node. 

The posting terminal and market maker computer functional block diagram is 
shown in figure 12, The posting terminal has a camera interface 701, and image 
processing module 702, a record maker modxile 704, a storage unit 710, for storing 
images and records that have not been posted, a post module 712, a select records 
module 714, a post request module 716, a print bar code module 718, a get mnil 
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module 720, a storage unit for holding posted records and return codes 722, a de 
post module 724, a get code module 726, and de-post request module 728, a bar code 
scaiuier interface 730, another instance of the get mail module 720, a mail sales 
routine 738, a print shipping label roytine 740, a notify store routine 740, and a check 
sales module 734. The posting terminal 700 contacts a market maker computer SOO 
to check sales, to post goods, to de-post goods and to receive mail. The posting 
termirial 700 is easier to administrate than a consignment node because it behaves 
like a retail point-of-sale terminal to manage goods that have been posted and are 
locally sold. The bar code labeling and scanning routines and methods make it easy 
for the posting terminal user to maintain an accurate account of what goods have 
been posted, de-posted, sold and/or shipped. The posting terminal may use an MS- 
DOS or MS-WINDOWS operating system that is much easier for a small store owner 
to operate and administer than a complex multi-user system like UNIX or 

WINDOWS NT. - ■ 

The posting terminal 700 functionality begins with a user taking a digital 
picture with the posting terminal digital camera and connecting the digital camera 
to the camera interface module 701. The user selects an icon on a graphical user 
interface generated by the posting terminal software to pull the digital pictures from 
the digital camera. It is understood that other input devices such as scanners and 
the like may be use in place of the digital camera. The image process module 702 
may convert the digital picture to a compressed data format such, as JPEG or MPEG, 
more suitable for communication of the image across a data link. It is understood 
that the image may keep it's full resolution for posting. The posting terminal then 
invokes the record maker routine-704. The record maker routine 704 may display 
the image or allow the user to select an image from storage unit 710. The record 
maker may display on a posting terminal display a data entry record with pre- 
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defined text fields, nimiber fields, "buttons)" knobs and other graphical user 
interface objects to allow a user to enter data to complete a posting record. 

Figure 13 shows an example of a graphical user interface that may be 
presented to a posting terminal TOO user. The graphical user interface for the 
posting terminal 700 may include an image of the item represented by the record 
920, a description of the item 922, and 924, the "push button" commands to receive 
pictures from the digital camera 926, to post a record 928, to clear a local sale 930, to 
de-post a record 932, to access files of records 934, to view and /or receive and send 
mail 938, a database category field 940- with a pull down selection bar 942, a 
database subcategory 944 with a pull down selection bar 946, a code field 948, a 
posting date field 950, a store identification 951, a market designator field 954, a 
description field 956, a reserve or wholesale price field 958, and identifier 960, a 
retail or full price field 962 and identifier 964, The category 940 and sub-category 
944 data fields are restricted to selections that can be made by the respective pull 
down bars 942 and 946. This aids the posting terminal operator in selecting the 
correct market for the good when creating a record and assures that all records can 
properly link into a market computer 900 market database. A file may be stored at 
posting terminal 700 that corresponds to database structure at the market maker 
computer 800. Having the database structure in a file at posting terminal 700 may 
allow the posting terminal to receive updates by remote file transfer techniques, 
such as the KERMTT, FTP, xmodem and ymodem protocols. It is understood that 
certain selections from the market category 940 and subcategory fields may be 
"greyed" or that is blocked from selection by a posting terminal 700 user to enforce a 
franchise and/or license grant that only allows posting in a certain field. This may 
allow a franchising scheme that restricts a franchisee to a field of use and /or 
category of goods. The code field 948 displays the bar code data in text form that the 
market maker computer 900 sends to the posting terminal 700 when a record is 
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successfuUy posted. Therefore, the code field 948 can serve as a quick visual 
confiimation to the posting terminal user that the displayed record has been posted. 
The market field 952 may also be a restricted selection field accessible by pull down 
selection bar 954. Fields selectable by the market field 952 may include auction, on- 
sale, hold and the like to give additional directionality to the.record posting. The 
price 964 and reserve price fields 958 may be used to structure the two-tiered market 
of dealer-to-dealer and retail markets. The reserve price identifier 960 and reserve 
price field 958 may be hidden torn view to retail participants. A dealer may be 
provided with special logon identifications and passwords to view the reserve price 
958 and reserve price indicator 960. This feature encourages fi^chisees to use the 
electronic market for collectable goods dealer participant interface to generate local 
sales. 

The posting terminal 700 user enters descriptions such as the name of the 
item, the sale price of the item, and a brief description of the item and the like to 
compose a record. It is understood that a posting terminal user may enter a retail 
price and a wholesale price. The retail price may then be displayed to participants 
900. Other retail participants 9.02 may receive the wholesale price. It is understood 
that this two-tiered pricing scheme may be used to network retail store owners to 
provide additional incentives for the retail participants to use the network to locate 
goods and generate sales at the retail point of sale. For example, a retailer may 
charge the retaU price for goods to store customers, whUe obtaining the benefits, e.g. 
the profit margin of wholesale or discounted pricing for goods. It is understood that 
the restricted fields are coordinated with the sfaructure of the For-Sale database 814 
to guide a posting terminal 700 user in tiie proper selection of a market category and 
subcategory of the posting of a good. Categories may include jewelry, rugs and 
tapestry, tools, quilts, himiture, art deco, books, pens, coins, stamps and costumes 
and clothing. Subcategories may include painting and drawings, sculpture, vintage 
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clothing, costumes, shoes, bags, hats, wedding gowns, furs, rug types and the like to 
structure the database. The user may also select from a list box what category and 
sub-category from restricted fields in which to post a good. Referring back to Figure 
12, the user may store a composed record on the storage device 710. The record 
mlker routine may abo contain a command button 706 to immediately post the 
record 70B. It is understood that the user may designate a time at which the posting 
terminal 700 may automaticaUy contact the market maker computer 800 and post the 
selected goods. The post request 716 module may allow a user to select records 
from storage unit 710 or as in the case where the user selected the immediate post 
command 708, the post module 712 may accept a record as an input. The abilit)- of 
the posting terminal 700 to store and select records for posting asynchronously from 
when a record is created allows a user to compose records when the posting 
terminal is isolated from communication with a market maker computer 800. The 
post module 712 may invoke the post request module 716 to. post the designated 
records on the market and make a virtual presentment of a good. Rules and ■ 
procedures may be imposed on the posting terminal 700 user through licensing and 
franchise agreements. Such mles may include the requirement that all goods posted, 
must be in the physical and legal possession of the posting terminal franchisee or 
licensee, that legal possession of a good may be obtained by lawhil ownership or 
through a franchise approved bailment or consignment contract. It is understood 
that these rules and legal frame work may be imposed to allow the posted record to 
convey a legal title to a good such that the ownership designated in the record 
grants lawful ownership to the. good designated by the record. The post request 
module 716 may use a communication package and protocols to h^nsfer the records 
to the market maker computer 800. Communication libraries are packaged and nrc 
commercially available from WCSC 2740 S. Dairy Ashfor, Suite 188, Houston TX 
77077 and from Marshallsoft Computing, Inc at P.O. Box 4543 HuntsviUe, Alabnmn 
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35815. -nve communication protocols such as FTP and KERMIT may be enhanced by 
usms known encryption and authentication techniques to provide an ultra-secure 
posting interface. The posting record may also include a header that identifies a 
store identification, user identification, passwords and the like to allow the market 
maker computer 800 to verify authenticity, approve authorization and track usage of 
the posting terminal 700 by a particular posting terminal 700 and posting terminal 



user. 



The market maker computer 800 may verify and accept a record and generate 
and send a unique bar code number for each record. The bar code number may 
contain a code that identifies a posting terminal 700. The posting terminal accepts 
the bar code and places the code in the appropriate record. The unique code 
generated for each successhilly posted record may serve as confirmation that a good 
has been successfuUy posted. The record may then be stored on storage unit 722 as a 
confirmed posted record. When the posting terminals' post request module 716 is 
finished, the posting terminal 700 or the market maker computer 800 may invoke a 
mail update routine 720 to pass maU from the market maker computer 800 to the 
posting terminal 700. MaU topics may include sales information 734, network news 
736, and notification of upcoming events 738. The de-post module 724 may use the 
bar code scanner 730 to receive a posted coUectible's identification code. The de- 
post module 724 may call the de-post request routine 728 to establish 
communications between the posting terminal 700 and the market maker computer 
800. The de-post request module 728 sends the item or collectible bar code to the 
post/de-post handle 802. The post/de-post handler 802 may remove the collectible 
identified by the bar code from the for-sale database 814, if the de-posting terminal 
identification has legal title to the identified collectible as indicated in a for-sale 
record, the market maker computer 800 may send a de-post confirm code to the 
posting terminal 700. The posting terminal 700 may process the confirm .si^nnl by 
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indicating that the de-posting procedures was performed. If legal title to the posted 
coUectible good does not belong to the de-posting requesting entity, e.g., the de- 
posting terminal 700 then indicated by the posting terminal identification, the 
market maker computer 800 may report the coDectible good status, e.g., sold!, to the 
de-post request module 728. This may indicate to the posting terminal user that a 
bailee relationship now exists between the store and tiie new legal owner. It is 
understood that this bailee relationship may be contractually created and enforced 
through die franchise contract between the posting terminal user and the franchise 
granting authority. It is also understood that the bailee agreement may be for a • 
predetermined time and/or require the posting terminal user to hold a good for a 
predetermined time and/or ship the good to a long term storage facility to ease the 
bailee burden of posting terminal users where a participant elects to hold legal 
ownership but keep the good available in the electronic market place for the long 
term. It is understood that a bond and /or insurance requirements may be required 
for the posting terminal user and/or the long term storage facility to provide 
assurance to a long term collectible investor that the risk of loss of the collectable 
good asset is maintained or at least hedged against loss. It is understood that a good 
may have sold and the new owner has elected to re-sell the good at a higher price. 
In this instance, the de-posting terminal will be advised that the good has been sold 
and advised of the new sales price. The posting terminal may then, transact the local 
sale at the new price. After the de-post request module 728 is finished it may invoke 
or the market maker computer .800 may invoke the get maU routine 720 to send mail 
between the market maker computer 800 and the posting terminal 700. It is 
understood that through the procedures of generating a unique code for each posted 
good, checking a unique code that identifies each posting terminal 700 against the 
legal owner entry in a posted good on the market maker computer 800 the database 
of for-sale goods 814 will be extremely reliable and accurate and assure that a locally 
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sold goods that have already beer sold on the market maker computer 800 will not 
be inadvertenUy sold twice. T^e procedures, when used in conjunction with the 
n^es and procedures imposed on the posting terminal user through a franchising or 
Ucensing legal framework assure that^l) when a record of a good is found on the 
:narket maker computer 800 by a participant 900 or another retailer 902, it is in ract 
for-sale and is in the ph>.ical and legal possession of a "trusted" franchise and C, 
that when a bona fide purchase price is tendered by a participant 900 or another 
retaUer 902 the legal tide to a good as represented by the record wiU transfer to the 
buyer with an immediate or nearly immediate finaUty to the transaction. V.is frame 
work of trusted franchisee, high confidence and accurate market database, and the 
legal finality of transaction, where the legal transaction/"cash" clearing function is- 
performed by the market maker computer, e.g., the participant credit card number 
or other payment-means is only revealed and brokered by the market maker 
computer 800, is a massive step toward building confidence and trust between a 
small collectable merchant and participant with electronic transactions. "H^ese 
procedures may be used to give assurances and create trust to participants, who for 
example would like to buy and art deco collectable from a collectable shop in Russia 
but is very reluctant to send credit card information to an unknown Russian 
coUectable shop for the obvious concerns of credit card fraud and/or fraud in the 
bona fides of the coUectable good itself. Here, however, the franchising authority 
polices the franchisees to revoke the franchise if a fraud and/or misrepresentations 
of the bona fides of a collectable good is taking place by the posting terminal user 
and the assurance that credit card numbers areonly revealed to the market maker 
computer 800 and not accessible to the, in this example, the Russian collectable stare. 
This allows the Russian collectible store to receive the business good will of the 
electronic collectible market place of the present invention to establish immcdintc 
trust with prospective electronic customers. 
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The market maker computer 800 may have maU module 801, a post/de-post 
handler module 802, a security module 804. database server 806, a database to ww^v 
map module 808, a www page server 810, a trarisaction processor 812, a for-sale 
database 814, a sold database 816, a shipped database 820, ai^d an account database 
824. A www to database mapping 808 module is commercially available from 
Expertelligence, Inc., Santa Barbara, CaUfomia at (805) 962-2558. Such a mapping 
module may map a ODBC database such as Microsoft Access to a ww^v page. The 
market maker computer 800 may serve four primary hmctions. The first hinction is 
the call, handler for processing calls from a posting terminals 700. The second 
function is a database to www mapping function to present participants 900 and 
other retailers 902 with a means to access the market database. The third function is 
to provide a means to process transactions from participants by clearing a 
transaction and transferring legal title to a good. The fourth hmction is to provide a 
means for managing the notification of the sale of a good to posting terminals 700. 

The market maker computer 800 may use an accounts 824 database to track 
payments due to posting terminal 700 users. The dear accounts 825 module may 
print checks due to posting terminal 700 users. It is understood that electronic funds 
transfer techniques may be used for clearing account balances 825 for posting 
terminal users. A modem bank 803 may be used to receive posting calls from 
posting terminals. It is understood that the modem bank may be replaced, by a 
network connection to the internet. At this juncture it is believed that an off-line, 
that is a modem bank, connection offers' the best securit>' for the posting of goods. 
However, it is understood that a network connection, e.g. through the internet, is 
within the scope of the present invention. 

A security module 804 may be used to provide identification and password 
security. It is understood that other security and authentication techniques may be 
used at security module 804. It is understood that database server 806 may be nn 
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ODBC server available from many commercial database providers. Much of the 
market maker computers 800 functionality is disclosed above in the consignmcn: 
node functionality. The databases may be structured to indicate of for-sale SI 4 
database and sold database'816, and auction database 817 and a shipped database 
820. It is understood that records may move between the databases by book entn- 
transaction. The transaction processor 812 may use RSA certificates and/or other 
well-known technicgues to process secured transactions between the market maker 
computer 800 and participants 702 and 901 It is understood that the transaction 
. processor .812 may interface with external payment systems 826. It is understood 
that participant accounts may be tracked at the market maker computer 800. 
Moreover, it is understood that account surpluses may be acquired by participanL^ 
speculating in collectable goods may be invested in hig;hly liquid and safe assets 
such as US. Treasury bills to provide and interest bearing accounting for positive 
cash balances. This provides an incentive, or at least a hedge against inflation, for a 
participant to keep funds within the collectible market place and to use these funds 
to speculate in the collectible market By using funds available at the market maker 
computer 800 participants can reduce the trarisaction costs associated with credit 
cards and other transaction clearing means and optimize the participants' return on 
price movements in the buying and selling of coUectable goods. It is within the 
scope of the present invention to allow access to the electronic collectable market 
through stock brokers, banks, and other transaction providers through these 
providers private transaction networks, e.g., those networks that use dial in 
telephone lines to home computers and /or dedicated data lines. It is within the 
scope of the present invention to allow professional investment advisors to operate 
hmds such as investment companies, mutual hind partnerships and the like, that 
use collectable goods as part of the funds assets. It is understood that the market 
"history" may be archived and provided to investment advisors and /or posting 

-35- E 0294036 



users and/or partdp3n= on . C^ROM or ofter mass storage medrum .0 
Jlow off-line analysis of ^ends in *e coUeCable goods market TOs will allow or 
create a new class of "learned- specula«,rs in *is unique, novel and non-obvrous 
decronic marker place and network of trusted franchisee, in the collectable goods 
domain. I. is also wiftin fte scope «, the present inveniion create the U,u,d„>-, 
volume and availability analyst .0 allow fte c^ata of a secondary and derivatrve 
market for option and futures contracts and other speculative construe to be 
created with the underlying assets as collectable goods in the electronic market place 
of the present invention. 

■ Many variations of the present invention are possible once the present 
invention is knownto those skilled in the arts and are within the spirit and scope of 
the present invention. Those skilled in the arts will be able to make many variations 
on the present invention once this invention is known to the arts. 
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THEREFORE, I CLAIM: 

1. A system for presenting goods to an electronic market for goods.. ' 

/ 

f 

comprising: ^ 

a posting terminal, said posting terminal having an input device^r rece:vmg 
an image of a good, user interface software to create witf^ a user a record of a good, 
and digital interface to transfer said record of a good; / 

a posting handler connected to said posting terminal^a said digital interface, 
said posting handler processing a posting request from sai/posting terminal; 

a database operably connected to said posting Udler, said database storing 
information from said record of a good; ^ 

a database to presentation layer mappin/module, said presentation layer 
capping module communicating data from,said database and translating said data 

to a presentation fonnat; and y 

a transaction processor operabl/ connected to said database server, said 
transaction processor clearing finax<dal transactions and transferring legal title to 
said good in response to a partifepant purchase request. 




2. The syst^of claim 1 wherein said posting terminal comprises: 
a computer; / 

a digital camera operably connected to said computer; 

a modeifi'operably connected to said computer, said computer receiving an 
image of Uood from said digital camera, generating with said user a record of said 
goods^d record of said good having-a sales price and a description of said good, 
and/ransferring said record of said good to said modem. 



3. The system of claim /wherein said presentation layer is hypertext 
transport protocol (http). / V 
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4. . T^e system of claim .2 wherein said presentation layer is the JAVA 
protocol. /' O 

/ " 

5 Tl,e system Cij/ata 2 wherem said partdpate accesses 5>idd«abae 
teough an m«me. wotfd wide web mtexface and world wide web browser. 

6 A W.od far esaHishing ar. elecmnic nurket place for goods • 
to,ush a centtal marto nuker computer and a r,etwork of posdngt^inals. said ■ 

method comprising the steps of: 

creating a data record of a good at said posting tennijral. said record of said 

good conveying legal title to said good; 

transferring said record of said good^market maker computer, storing 
said record of said good from said step./ ^ferring in a database at said market 




maker computer; 

displaying said recpitf^f said good to a participant; 
clearing a finandd payment from said participant for said good at sa>d 
market maker computer; and 

ttansf^4,g legal title to said good at said market maker computer by 
changiTig-^wnership designated in said record of said good a. said market maker 
compter. 

7. The method of claim 6 coAprising the further steps of: 



accepting a new sale price for^aifl go6d from said participant; 
modifying said record of si gS at said market maker computer to reflect 
said new sales price from said step of accepting; and 
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dispuytog said record of said good^i^d record of said good reflecting said 
new sales price to a second pardaW: '. . 

8. The method of dim 6 comprising the hirtheJJ 



coring the record of said good,^ai*rsS?J^f said good deno^g the sale 

p: and ^ 

. record of said^ales of said good on a mass storage medium. 



storing the : 
price; and 

^dispUylf^g said ; 



The method of d^^^fwherein said mass storage medium is CD- 



ROM. 



10. 



A method for establishing a two-tiered electronic ma^ace'for 
goods through a central market maker computer and a networij^sting 
terminals, said method comprising the steps of: 

creating a data record of a good at a postii^rminal; said record having a 
retail sales price and a dealer-to-dealerMkrprice; 

transferring said record of^-^ood to a market maker computer; 
storing said recorded in a database at said market maker computer; 
displaying s^^rd of said good to a participant, said record of said good 
displaying th'^price of said good if said participant is a retail customer and 
displajj>^d retail price and said dealer-to-dealer price if said participant xs a 
dealer participant. 
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ABSTRACT 



A method and apparatus for creating a computerized market for used and 
coUectible goods by use of a pluraUty of low cost posting terminals and a market 
maker computer in a legal framework that establishes a bailee relationship and 
consignment contract with a purdiaser of a good at the market maker computer that 
aUows the purdiaser to change the price of the good once the purchaser has 
purchased the good thereby to allow the purchaser to speculate on the price of 
collectibles in an electronic market for used goods while assuring the safe and 
trusted physical possession of a good with a vetted bailee. 
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Exhibit K 

PROTEST UNDER 37 C.F.R. § 1.291(a) 
U.S. Patent Application Serial No.: 09/253,014 



CONSIGNMENT NODES 



BACKGROUND OF THE INVENTION 

This aPDlicarion is a contin uation in part of U.S. Patent application serial number 
5 08/427.820 filed April 26. 199 5. incorporated herein bv reference in its entirety. The present 
invention relates to used and collectible goods offered for sale by an electronic network of 
consignment stores. More specifically, the present invention may be an electronic "market 
maker" for collectable and used goods, a means for electronic "presentment" of goods for sale, 
and an electronic agent to search the network for hard to find goods. Tn a second embodiment to 
10 the present invention, a low cost posting termin al allows the virtual presentment of goods to 
market and establishes a two tiered market of retail and wholesale sales. 

Certain items and used goods have a large following of collectors. These items include 
baseball cards, dolls, pens, watches, comic books, stamps, coins, and the like. It is well known 
to establish shops specializing in these items. It is also well-known to establish boards for the 
15 sale of used goods. And is known to sell new goods on a special television chaimel like the 
Home Shopping Chaimel. 

The prior art does not provide a means to electronically market used goods or provide an 
avenue to allow participants to speculate on the price of collectable or used goods in an 
electronic market place. Moreover, the art does n ot show a way for small to medium size 
20 business to use a low cost posting terminal in conjunctio n with a market maker computer to 
collectivelv create a virtual market for used and collectible goods. Thus, to address the short 
comings of the art the present invention has the following objectives: 



SUMMARY OF THE INVENTION 
25 To establish a low cost computer means for a used good and/or congjpnmeTit frtoyes t<? 

establish a ^Irusted" computerized market for used and collectible goods. 

To establish a computer means to adminis trate and provide pventorv tracking to used 

good and/or consignment stores when the stores make a virtual presentment of a good to ^ 

computerized market and the good is sold at the virtual market and/or the good is sold through 
30 the store fi-ont. 
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computer means to double tier a computerized market for goods, where the 
:e and the second tier is a wholesale or dealer to d ealer price and ar] 



authorized dealer has p re-ap proved access to the dealer-to -Healer price and mav charge and 
display the retail price to a local store customer^ 

To establish a computer means for archiving rec ords of transactions in a computerized 
market for collectible and used goods and distributing the archive to computer terminals that mav 
then research and analyze valuation and price trends of collectible and used goods in the 



To establish a computer means for a used good store or consignment store to sell used 
goods and collectibles electronically and to provide the automatic electronic re-sale of goods 
purchased. 

To esUblish a market for goods with a dominant electronic "market maker" node to allow 
collectors to speculate on the collectable goods market. 

To provide the excitement of a "live" auction house type atmosphere to remote 
participants in a electronic auction. 

To provide data analysis to the market makers of collectable good or consignment node 
users on the price, price movements, and qxiantity of collectable goods in the virtual market. 

To provide an electronic agent interface for participants to search a plurality of 
consignment nodes to search for a used good or collectable iteiti. 

To provide a means to track down the owner of a particular used or collectable good. 

Further, to provide a trusted network of consignment nodes that act as brokers to provide 
a means to electronically present a used good or collectable to an electronic market. 

The foregoing objects and advantages of the invention are illustrative of those which can 



be achieved bv the present invention and are not intended to be exhaustive or limiting of the 
possible advantages which can be realized. Thus, these and other otpiects and advantages of the 
invention will be apparent from the description herein or can be learned from practicing the 
invention, bo th as embodied herein or as modified in view of anv variations which mav be 



The present invention is a network of consignment nodes and a low cost easy to use 
posting termi nal for the virtual presentment of goods to maricet. A consignment node is a 





and improvements here in shown and described. 



le novel 
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computer database of used goods preferably operated by a used good, collectable shop keeper or 
a bailee. /V pnstinp termmal is a lo w cost easy to use cnmnuter and cnmnuter peripheral devices 
used hv a small Store owner tn present goods to a com nuterized ipaHcRr and track the sales of 
pfwls and control the nosted inventory. All consignment nodes users or operators, hereinafter 
5 users, are "trusted" licensees or franchisers of the software and hardware necessary to create and 
operate a consignment node. Thus, the netwo± provides a trusted means for consignment node 
users, e.g. shop keepers, to establish electronic markets for collectable goods, establish electronic 
auctions, establish a means for searching each others shops to locate hard to find collectibles 
items, and a means to electronicaUy present goods to a market The present invention will allow, 

1 0 or license, certain consignments nodes to become a dominant ma±et maker for a particular class 
of goods, for example, a consignment node franchise may be given the rights to establish the 
dominant market for collectable antique pens. Tt is imderstooH a rpntral market maker computer 
may hp. virhiallv diviHp.d into diffe r ent markets with nosting terminals used as the means for the 
market to obtain virtual title goods. Other consignment nodes, after taking physical possession 

15 of a good, may make an electronic presentment of that good to such a dominant consignment 
. node maricet. Thus, a local collector of antique pens may bring a pen to a convenient 
consignment node in nmnll tn%.-n Smalltown. USA, the consignment network would allow this 
collector to electronically "present" his pen to the dominant market make node for antique pens 
in for example, Chicago. Participants, e.g. customers and collectors (hereinafter "participants"), 

20 may reach a dominant node's market, or any other consignment nodes electronic store, from his 
or her home by logging on from a PC located at the participant's home to their locally operated 
consignment node and reaching the distant consignment node through the network of 
consignment nodes. Thus, each consignment node user, e.g. shop keeper, has a potential 
participant, i.e. customer base, of all consignment node participants. In other words, a 

25 potentially huge customer base that incurs the minimal cost of a local consignment node 

connection may reach any other consignment node through the consignment node networic And 
local collector's may economically participate in the collectable markets by using local access to 
a convenient consignment node "tnisted" bailee, and electronically presenting collectable goods 
to n dnminnn t an electronic market. 

30 A consignment node in a simple form may have a computer 1 0, a digital camera 12, a bar 

code scanner 14, a display 16, a printer 20, a keyboard 18, a database 22 and a network 
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connection 26 collectively called hereinafter a consignment node. The present invention also has 
a user interface application program to execute an a user or participant's data terminal 28. . 

The consignment node may have four modes of operation: a software download mode, 
an auction mode, a market mode, and an agent mode. The software download mode allows a 
5 participant to log into the consignment node and receive a download of a participant interface 
application program. The auction mode allows a participant, from the participant interface 
application program, to log into a consignment node to partake in an electronic auction. The 
market mode allows a participant with the participant interface program to log into a 
consignment node to browse the consignment node database to search for a used or collectable 

1 0 good. The agent mode allows a participant to log into a consignment node to formxilate a search 
request for a particular used good or collectable. The consignment node may search its own 
database for the requested good and/or generate agents to search and report back a search request 
of other consignment nodes. 

The present invention may allow a participant to electronically purchase goods from a 

1 5 consignment node and to select whether the good should be shipped to a participant designed 
location or the participant may take electronic legal ownership of a good and post a new 
participant defined offer or resen^e price. By the interaction of a plurality of participants buying 
and selling collectibles on a consignment node, posting "buy at" and "sell at" quantities and 
prices the consignment node may establish a market or become a "market makef' for collectable 

20 goods. A participant may also elect to electronically transfer or present a good to a different 

consignment node or market. This allows a participant to speculate with collectable goods on the 
consignment node network's different markets and riot incur the shipping costs with physically 
moving the goods, while providing a trusted means to assure potential buyers of the good's bona 
fide availabilit y and legal title . 

25 The consignment node operator or purveyor, hereinafter referred to as the consignment 

node xiser, establishes his consignment node by creating a database of used goods or collectibles, 
hereinafter the term "goods" shall be used to reflect used goods, new goods and collectibles. The 
user takes the first good to be put on the database and invokes the consignment node software to 
create a data record. For example, the user owns a baseball card collector shop and the user 

30 wants to post his Babe Ruth collection. The user in this instance invokes the consignment node 
to "build the database mode" and the invention initializes the digital camera 1 5. The user then 
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"photographs" or digitizes the image of the particular Babe Ruth card. The consignment system 
then displays an empty database record on the display to accept text information concerning the 
card. 

The user fills out the display record with information concerning the particular Babe Ruth 
5 card. The consignment node verifies that enough information has been filled out in the displayed 
computer record, as well known to the electronic database arts, and accepts the record. It should 
be noted that the consignment node database record has data fields for the consignment node 
user to add value to his consignment node postings with subjective information such as condition 
of the card, special features such as autographed by Babe Ruth, and the like. Thus, the 

10 consignment node user may build business goodwill into his particular consignment node 

operation by establishing his own particular subjectivity and quality standards in item postings. 

After the data record or the particular Babe Ruth card is accepted by the consignment 
node the system may print out a bar code label on the printer 20. The user may then put the 
particular Babe Ruth card into a plastic bag and affix the bar code label to the bag. The bar code 

15 labeling system becomes a useful inventory management-tool discussed below. 

It is understood in this first example that the consignment node user is the legal and 
equitable owner of the Babe Ruth card and that the user posted a reserve or offer price on the 
particular card at his posting. In a second iUustrative example, a local resident would like to 
post, for example, his Frank Robinson baseball card. The resident brings his Frank Robinson 

20 card to the baseball card store and tells the consignment node user he would like to offer his 
Frank Robinson card for a consignment sale. Again, the consignment node user invokes the 
system database posting mode and "photographs" the Frank Robinson card with digital camera 
12. As above, the user fills in the system generated display prompt for information concerning 
the Frank Robinson card. The resident informs the user of the reseive or offer price and signs or 

25 agrees to a consignment contract with the consignment node user to accept the consignment 

terms to pay the consignment node' user on the sale of the card, for example 6%, of sales price as 
a consigrmient fee. Again, the system may print the appropriate bar code for the Frank Robinson 
card. The consignment node user then takes possession of the card and may affix the bar code 
label to an appropriate cardholder. It should be noted by the consignment node user may again 

30 "add value" to his consignment node by entering subjective criteria in the database entry for 

authenticity, condition, special attributes and the like. The participant or local resident may now 
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electronically present his Frank Robinson card to any consignment node, consignment node 
auction or coiisignment node market maker in the consignment node network. 

These processes may be repeated again and again to establish a substantial database of 
goods for sale. It should be noted that the consignment node user may at his discretion take 
5 postings from reputable dealers or collectors via a facsimile machine or other forms of electronic 
or verbal presentment of a good for sale. It is within the sound discretion of an individual 
consignment node user to establish these practices. It is within the scope of the invention, 
however, to take electronic postings from other consignment node users or individuals over the 
network, as discussed below. Each consignment node user may be a franchisee of a central 
] 0 franchiser and the franchiser may poUce the network to give quality control, detect fraud and 

revoke the franchises or licenses of poor quality consignment node users. Thus, the consignment 
node is a "tmsted" network for consignment node users providing value to the network by 
imposing a quality and performance structure on the consignment nodes. Ttif^ same franchigg 

prhRme is ?]<^n ^vailahle to th>. low cn^t nof ina terminal embodiment to the present 

15 invention. 

A buyer, hereinafter participant, may electronically log onto a consignment node via a 
network connection by use of a PC with participant interface software, through an interactive 
television application, workstationJn|ijasLto§^ or the like. The network connection drivers 

20 for the consigmnent node are discussed in detail below. The participant may enter the browse 
node and peruse the consignment node database of goods. It is understood that the participant 
may receive the image taken with a digital camera 12 of the goods at the participant tenninal. 
The participant, upon finding for example the above-posted Frank Robinson card may decide to 
purchase the card. The participant may present electronic payment to the consignment node by 

25 entering a credit card number and expiration date or other forms of electronic payment. It is 
understood that a secure and/or encrypted means may be established between a participant's 
interface application and a consignment node to transfer sensitive or theft prone information. 
Moreover, a participant may establish an account with his local consignment node to be debited 
and credited with the ftinds used and generated with his transactions. 

30 The consignment node may, for example, clear the transaction by charging the 

participant's charge card account and crediting the consignment node store account by well- 
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known credit card clearing techniques. After the consignment node has cleared the transaction 
the system electronically transfers ownership of the Frank Robinson card to the participant. The 
participant may then be presented with the choice of directing the delivery of the Frank Robinson 
card to a desired location or may choose to post a new reserve or offer price for the card and 

5 direct the card to remain in the possession of the consignment node user. Thus, the consignment 
node allows a participant to speculate on the price of the Frank Robinson card and establishes an 
electronic market for the Frank Robinson card. It is understood that the consignment node may 
have many Frank Robinson cards available, thus by the interaction of collectors electronically 
buying and selling the collectibles it will establish a market price for a Frank Robinson card or 

1 0 any other good. For each transaction, the consignment node user extracts the small consignment 
fee, e.g., 6% of the sales price, thus the consignment node user directly benefits from operatmg a 
reputable consignment node. If the participant elects to take delivery of the purchased goods 
then the consignment node may track the delivery and ownership of this good to this particular 
participant in a data record. This data record may be useful to speed the posting of the good, 

1 5 should the participant later decide to re-post and sell the good, and it also creates a valuable 

database of records to track the possession and ownership of a collectable. This feature may be 
useful in the agent mode, e.g., tracking down very hard to find items, discussed more fully . 
below. 

20 The Auction 

For a rare good, a good in a volatile market, or a good's initial posting the consignment 
node user or participant may wish to auction the good, with or without reserve, to the highest 
bidder. In this mode, the good may be posted on the consignment node by the means described 
above but the data record representing the good is identified, as waiting for an auction date and 

25 may not be purchased on the electronic market. Alternatively, an item may be in the electronic 
maricet of the consignment node with a high reserve price that may be lowered in the auction r 
liquidation mode. Here the consignment node user or the good's participant owner may enter 
protected data field a confidential reserve price for the auction mode. The consignment node 
user arranges by invoking the appropriate consignment node program a time and date for an 

30 electronic auction. The consignment node user or good's participant owner may establish, - 
data record that represents the good, a desire for the item to be auctioned. For example, - 



or 
a 



in a 

a 
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pawnshop operator of a consignment node may have several Rolex watches he wishes to auction 
with reserve this Saturday night at 7:00 p.m. The consignment node user, here a pawnshop, 
identifies on the Rolex watch records the auction date and the confidential reserve price. The 
consignment node system may "advertise" auction dates, items and auction terms in the 
5 consignment node log on welcome message discussed below. Moreover, a good that is identified 
as awaiting an auction date may be viewed before auction in the consignment node browse mode 
by a perspective auction participant. 

At the auction date, perspective participants log onto the consignment node auction mode 
locally or through the consignment node network and await the first good to be auctioned It is 
1 0 understood that in the best mode of the invention fee participant will have a data terminal with a 
digital to analog converter such as a "sound blaster" and speaker, the digital to analog capability 
may be used in the auction mode to bring the aural excitement of an auction, e.g., the call of the 
heckler, the caller and bidders, home to the auction participant. This is discussed in more detail 
below. 

15 The consigiunent node takes the first item to be auctioned and posts the image of the 

good and the good's text record to the participants. The consignment node then posts the 
opening bid. It is understood that the bid postings may be in a protocol that invokes the 
generation of an auctioneer's voice at the participant terminals. The participants may then 
respond with a higher bid. The consignment node mode scans electronically the participants for 

20 bids and accepts the highest bid. If bids are tied the consignment node may take the first highest 
bid by the participants log on order. A particular bidding participant receives a special 
acknowledgment from the consignment node that her bid was accepted. The consignment node 
then posts the higher bid to all the electronic auction participants. The consignment node repeats 
this process until no higher bid is received for a predetermined amount of time and closes the 

25 auctioning of that particular good The consignment node then checks whether the highest bid 
received is greater than the reserve price, if appropriate. The consignment node may then post 
sold! and the sell price to all participant terminals and proceed to post the next item for auction. 
Again a successful purchaser may elect to direct dehvery of the good or post the good on the 
electronic market at a new participant determined offer price. 

30 It is understood that the terms of the auction sale are posted and agreed to by the 

participants before allowing a participant to bid on goods in compliance with local requirements 
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and statutes. It is also understood that a participant may make electronic payment for the goods 
or establish a line of credit or collect on delivery terms within a particular consignment node 
user's discretion. This may be established by a relationship between a local consignment node 
user and a local participant at the local consignment user' s discretion. 
5 It should be noted that a consignment node user may sell virtual advertising space or a 

central master node e.g., the franchiser, may coordinate the sale of advertising space on a pool of 
consignment nodes to reach target market participants. For example, if a participant has 
purchased or speculated in antique pens, and advertisers of an antique pen specially consignment 
node wishes to target market individuals on the network who have purchased collectable pens in 
1 0 the past. A central coordinated master node may sell advertising to an advertiser for the log on 
message or e-mail targeted participants and users. Thus, the network of consignment nodes can 
establish a market for target marketing or blanketed advertising of goods and services sold 
locally or on a network level by a central node. 

j5 The Agent 

The Agent Mode allows a consignment node participant to search a plurality of 
consignment nodes and purchase records for a used good. A participant may log onto his local 
consignment node to shop. This participant, for example, may be interested in purchasing a 
particular used coin for her collection. The participant may invoke a consignment node Agent to 

20 search the network of consignment nodes for this coin. The participant fills in the search 
parameters for this coin, for example, a 1872 U.S. penny from the Denver Mint The 
consignment node Agent task handler verifies the Agent form is sufficiently filled out and 
accepts the task. The Agent checks a list of other consignment nodes network addresses kept by 
the local consignment node database and generates an Agent communication message to each 

25 consignment node on the list and begins to establish communications to the other consignment 
nodes. An Agent message between consignment nodes begins by coordinating or reconciling the 
database on each consignment node of the locations and/or address of other consignment nodes. 
If a consignment node has a different list of consignment nodes in its database it will pass the 
node update information to the other consignment node. The consignment node originating the 

30 Agent task will generate a new Agent task to accommodate the information concerning the new 
consignment node. Once the consignment node database of consignment nodes is reconciled, the 
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Agent will search the consignment node database for the goods requested. The Agent will report 
back whether the search of the local market database was successful and how many good that 
matches the Agent search request it found. An Agent may also search the consignment node 
database of past transactions to identify an owner of a particular good. The Agent may then 
5 report that John Doe of Main Street, U.S.A. was the last known purchaser of a 1872 U.S, penny 
from the Denver Mint at this node. It is understood that differing levels of privacy areavailable 
to consignment node purchasers, so as only allowing the local consignment node user to view 
past purchaser information and/or provide the Agent with an option of contacting that 
consignment user so he may contact the prior purchaser, thus, protecting privacy while allowing 

10 bona fide offers to reach the prior purchaser in confidence. 

Once some of the Agents start reporting back to the Agent originating consignment node, 
the originating consignment node may report the results to the consignment node participant of 
the Agents' results. Such results may give the total number of matching items found thus 
providing the local participant/collector an indication of the depth of this market. It is 

15 understood that a local consfgnment node user may chaise participants for Agent requests. 

Computer Tmplementation 
In the preferred embodiment of the present invention a consignment node may use a 
multitasking operating system such as UNIX, OS/2^ or VMS. However, a Microsoft DOS or 

20 Windows implementation is within the scope of the present invention. The consignment node 
may be networked via TCP/IP and the internet or a private TCP/IP network or X.25 private or 
public network or service providers network of ISDN, ATM and the like. It is understood, that a 
consignment node may support a plurality of protocols simultaneously. Moreover, it is 
understood that the participant interface application program may execute on a wide variety of 

25 platfonns such as PC's, MAC's, Power PC's, workstations, cable set-top boxes, video game 
hardware and the like and are vidthin die scope of the present invention. The po.stinp terminal 
RTnhndiment is di.scussed in detail below. 

BRIEF DESCRIPTION OF THE DRAWINGS 
30 Figure 1 shows the consignment node of the present invention may have a computer 1 0, a 

data storage device 22, a tape drive 24, a digital camera 12, a bar code scanner 14, a display 16, a 
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keyboard 18, a laser printer 20, and a network connection 26. A participant user terminal is 
shown at 28. 

Figure 2 shows a schematic block diagram showing the logic flow of a user log in at a 

consignment node. ■ . 

5 Figure 3 is a schematic diagram showing the logical flow ofthe consignment node 

auction process. 

Figure 4 is a schematic diagram showing the logical flow of the consignment node 

market or browse mode. 

Figure 5 is a schematic block diagram showing the logical flow for posting a new used 

10 good on the consignment node. 

Figure 6 is a schematic diagram of a subroutine that may be used to post auction bids. 
Figure 7 is a schematic diagram of a subroutine that may be used by the consignment 
node auction process to receive participant auction bids. 

Figure 8 is a schematic diagram showing the logical flow for a subroutine that may be 

15 used to transfer ownership of an item. 

Figure 9 is a schematic diagram showing the logical flow for a consignment node in-store 

sale of a good. 

Figure 1 0 is a schematic diagram showing the logical flow of post-processing and 
analyzing consignment node sales. 
20 Figure 1 1 is a schematic diagram showing the logical flow of the consignment node 

Agent handler subroutine. 

pi^ , ^. 1 . jp p hlnrk di«^^ ^1^^ nn.tinP temiinal to market makgr compun 

mnnections. 

f ipiirP. n is a Hiaoram show^nP '"ter faro nn a nostino terminal or consignment 

25 node. 

DETAILED DESCRIPTION OF THE PREFEILRED EMBODIMENTS 

It is understood that the get session identification procedure 100 is a routine that monitors 
the communication ports and virtual communication ports residing on a protocol stack. The 
30 consignment node may use, for example, a X.25 interface card, available from Eicon 

Corporation or Frontier Corporation to execute an X.25 protocol stack in a PC workstation. The 
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get session identification 100 program may monitor the X.25 protocol for incoming calls. If the 
program identifies an incoming call it may answer the call by transmitting the appropriate X.25 
packet to the network on the appropriate virtual channel. It is understood that other protocols, 
such as TCP/IP, DECNET, SNA and ATM are within the scope of the present invention and that 
5 multiple protocol stacks may simultaneously execute in a consignment node. Therefore, the get 
session identification program 100 may have multiple instances to connect and monitor the 
various protocols. Aiter the get session identification 1 00 has appropriately answered an 
incoming call to the consignment node, it may invoke the display welcome message and menu 
routine 102. 

10 It is understood that the get session identification 1 00 provides sufficient information to 

the display welcome message and menu 102 to allow the display welcome message and menu 
102 to comiect to the appropriate session or virtual channel. At this juncture, if the participant is 
using an approved interface program, the interface program will send a predetermined code to 
indicate its version and other characteristics of its display driver. If a participant is logging in 

15 from a TFY terminal or other terminal the display welcom'e message and menu 1 02 may detect 
this information and send the appropriate TTY welcome message. Tili^ Pror.f^<^^Te mt^V^lSgW 
^.^ n^fr f.pH,r>.c .nH 1.nP„.Pes stmnorted on vm internet world wj^e we.b ^r^wg^rg. 
It is understood tiiat the welcome message is viewed by the consignment node user as virtual 
advertising space that may be sold by the consignment node user or coordinated with the master 

20 control node (discussed in detail below). The participant may respond to the display welcome 
message and menu 102 program by giving an appropriate log on response 104. The get log on 
response 104 may verify and grant a level of access privileges to the participant It is understood 
that the consignment node user may require the get log in response 104 to retrieve a credit card 
number, pin number, user ID and the like, to grant access privileges. If a participant is using a 

25 TTY terminal those sessions may be shunted to the download interface program (DIP) 1 06 
routine to receive an appropriate interface program from the consignment node. The DIP 106 
may present a list of choices as to what version interface program should be downloaded, such as 
DOS, Windows, UNIX, MAC platforms and what transfer program is desired such as Kermit, 
Xmodem, FTP and the like; A participant witii a participant interface program may also elect to 

30 receive a new interface program from the DIP 106. It is understood that an older, no longer 
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supported interface progmm participant may be shunted to the DIP 106 to receive a new 



interface program. 

A participant with a supported interface program may select the auction 108, market 110 
or agent handler 1 12 sections of the consignment node. If a participant selects auction 108 the 
5 participant may be presented with a menu of auction selections such as auctions in session, future 
auction times, dates, locations and topics, and auction preview. If a participant selects auctions 
in session the participants' session is passed to the appropriate auction handler, as discussed 
below. If a participant selects foture auctions the participant will be given a list of future auction 
times, dates, terms, locations and topics of auctions on this and other consignment nodes. It is 
10 understood that these displays represent a virtual advertising opportunity for the consignment 
node user and the advertising space may be sold by the consignment node user or by the master 
control node. If the participant selects the auction preview, the auction process 108 passes the 
participant session to the market session 1 10 with data that indicates an auction preview desired 
by the user. 

•5 If the participant selects the market 1 10 choice the participant is given a menu of markets 

that the participants may browse, discussed further below. If the participant selects the agent 
handler 1 12 the participant may be provided with an electronic form to create a search for a 
good. The participant may then execute this Agent's search request to search the network of 
consignment nodes databases to look for the desired goods. The Agent is discussed more fully 
20 below. The Agent Handler 1 12 also receives incoming calls from other agents to process the 
external agents search request on the consignment node. The participant interface and 
consigmnent node participant functions are discussed in detail below. It is understood that the 
.p.nt n..v «l.o fun-*-^--^ >^>-t«;p..n vim-.l m.rk^ts On a market maker computer and with the 
tr.n..rrinn :,rchive helow. The discussion now turns to the operation of the 

25 consigmnent node by the user. 

Figure 3 shows a logical flow diagram of the steps the consignment node may use to 

create a database record of a good for sale or for auction. 

The consignment node user liiay invoke the consignment node program to enter the 
posting 200 mode to create a data record for the good. The posting 200 mode initializes 204 the 
30 consignment node to receive information on a new good. The initialization 204 step displays a 
. data record with data fields on the consignment node terminal for the user to fill in information 
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on the good. The initialization step 204 also initializes the consignment node peripheral devices 
such as the digital camera 12 and the printer 20. The consignment node user then "photographs" 
or digitizes the image of the good from one or more perspectives as well known to the digital 
camera arts. The consignment node receives the .digitized image(s) at receive image 206 step. 
5 The consignment node program then prompts the consignment node user for information on the 
good 208. The consignment node receives information 210 that the consignment node user 
inputs to the data record displayed at step 208. The consignment node program verifies 212 that 
the necessary information, such as owners name, reserve price, market or auction designation is 
in the data record. The verify step 212 will reject the record and return the consignment node 
1 0 user data entry mode 2 1 0 if the record does not have the minimum information. If the record is 
verified 212 as complete enough to commit to the consignment node database, a data record is 
created 214 and linked into the consignment node database. The consignment node program 
then generates and prints a bar code 216 that indicated the data record. The bar code system is 
used by the consignment node to maintain an accurate inventory and is a hook for local sales 
15 (discussed below). The posting routine may then exit 218 and return from the posting program. 
By repeating the posting routine of figure 3 the consignment node user may build a database of 
goods for the consignment node market, auction and/or agent searches. 

Figure 4 shows the logical block flow diagram of the processes the consignment node 
may take to execute an auction. It is understood that the consignment node user may manually 
20 invoke the auction process, or may schedule the consignment node to execute the auction 

process. The auction process begins by initializing 250 the data structures, records, queues and 
the like to conduct the auction process. The connection between the auction process and auction 
participants is discussed below. The auction process gets the first item to be auctioned 252 from 
the database of goods to be auctioned 254. The consignment node then calculates the opening 
25 bid 256 by a predetermined formula such as 50% of the reserve or general solicitation of an 

opening bid is posted to the auction participants 258. The consignment node auction mode then 
scans the participants for a higher bids 262. If a higher bid is found the new bid is posted 264. It 
is understood that the steps of checking for bids 260 determines if the bid is higher 262 and 
posting the new higher bid 264 is repeated until no higher bids are received. After the typical 
30 auction closing of going once ... twice ... three times the auction is closed 266. The consignment 
node auction program then compares the highest bid received with the good's reserve price 268 
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to determine whether to transact the sale. If the highest bid is greater than the reserve price the 
consignment node auction process posts sold! for xxx amount to the auction participants and 
calls the transfer ownership subroutine 270. discussed further below, and transfers the ownership 
of the good. If the highest bid is less than the reserve price the consignment node auction 
5 process announces no sale! 272 to the auction participants. The auction process then proceeds 
274 to get the next good to be auctioned 278. The consignment node auction process is then 
repeated until all the goods to be auctioned have been mn through 278. The consignment node 
auction may then close and terminate the participant sessions 280. It is understood that the 
transfer ownership 270 sub-routine may require time to clear the transaction and. therefore, may 

10 be best implement as a spawned child process to the auction process. This will keep the 
consignment node auction executing at an exciting and fast pace for the participants. The 
consignment node auction process itself may execute in several instances to provide 
simultaneous auctions on a consignment node. Thus a consignment node may conduct several 
simultaneous auctions on several virtual runways. It is understood that in the auction mode the 

15 consignment node md the participant interface software may communicate using a protocol that 
allows the consignment node auction driver to "point to" locations stored in the participant 
interface software, to cause the participant interface software to generate the sound of a 
auctioneers voice on the sound blaster, or equivalent board. Thus, the present invention uses pre- 
stored sound samples of different auction prices and auctioneer "string" along aural calls inside 

20 the participant interface software, and allows the generation of said pre-stored sound bites to be 
invoked by the consignment node driver through the said special protocol. This method greatly 
reduces the bandwidth necessary for a consignment node to support the generation of exciting 
auctioneers calls at a plurality of participant terminals. It is understood that the generation of an 
audio bit stream from the consignment node to the participant terminals is also with the scope of 

25 the present invention. 

Figure 5 shows the logical flow for the post bid subroutine 300. The post bid sub-routine 
may be invoked from several consignment node processes, those specifically described thus far 
are the post opening bid 258 and posting bid 264 logical processes. The post bid 300 sub-routine 
is used to commuiiicate between a consigmnent node and multiple participants. The post bid 300 

30 sub-routine gets participant session identifications 302 from a data record or data structure that 
contains a list of session identifications of participants who have logged onto the auction 
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sessions. The next step sends the bid passed to the post bid 300 subroutine to each participant 
session identified in the data structure 306. Bids are posted to each participant through an 
appropriate driver 308. The driver may be identified for each particular user session. For 
example, a PC user logged into the consignment node via an X.25 virtual channel may require a 
5 host P AD driver in the consignment node to communicate asynchronously to the PC terminal 
interface application. A network user may require a TCP/IP driver to connect between the 
consignment node and the participant networked terminal. After communicating the bid to 
participants through the appropriate device driver 308, the post bid sub-routine may exit and 
return 3 10 to the calling routine. 

1 0 Figure 6 shows the consignment node subroutine to check participant sessions for bids 

during the auction mode. Check for bids 350 maybe a subroutine called by the auction program 
to scan for bids. It is understood that when a participant logs into the consignment node and 
selects the auction mode, (see figure 2), the participant's session identification is passed to a data 
stmcture. The data structure maybe used by the check for bids 350 sub-routine to correctly 

1 5 identify participants at a particular virtual auction. As noted above, the consignment node may 
support multiple simultaneous auctions, therefore, may require multiple instances of the 
aforesaid data structure. The check for bids sub-routine 350 opens or connects to the appropriate 
data structure storing or holding participant session identifications who are participating in the 
check for bids calling auction program instance at the get session identification step 352. The 

20 buffers associated with each session is scanned for an input 354. If a participant has input an 

"exit" command or symbol 356 the routine removes that participant's session identification from 
the auction identifying data structure and allows the participant to exit 362 the auction. The 
participant's session identification may be renimed to a data structure that allows the participant 
to return to the consignment nodes main menu, see figure 2, or temiinate the participant session. 

25 The subroutine then compares the bids and takes the highest bid 358. If bids are tied for the 
highest bid the sub-routine may use the first received bid and reject the others 358. The sub- 
routine then notifies the participant session who had the highest bid 360. It is understood that the 
take the highest bid step 358 and notify bidder step 360 are aware of the current bid price for a 
good and will not allow a lower bid to be accepted. It is understood that the participant session 

30 buffers are flushed after they are scanned to remove old or latent bids. The check for bids sub- 
routine then retums to its calling routine. 
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Figure 7 shows the transfer ownership routine 400 that may be used to transfer the 
ownership of goods and collectibles in the consignment node. The transfer ownership sub- 
routine may be called from several consignment node modes and processes to effect the transfer 
of legal ownership. The first step in the transfer ownership sub-routine 400 may be to verify a 
5 participant purchaser information 402. It is understood that the consignment node may use a 
variety of well known authenticating procedures to verify a participant, such verification 
techniques include personal identification numbers (PINS), passwords, call back, and a plethora 
of encryption techniques and personal infonnation identification means to provide a reliable 
verification technique. It is understood that a consignment node user may have established a 
10 credit or deposit account for the participant from past sales or the transfer of funds and the verify 
step 402 may comiect the participant to the account. The clear charge 404 step is used to clear 
the participant consignment node transaction. It is understood that this may be via an external 
credit card clearing network, a connection to a credit account, or though one of the many 
proposed electronic fund transfer schemes such as debit cards, e-money, and clearinghouses. 
After the transaction clears the charge 404, the consignment node credits the consignment node 
users commission account 406 to extract the consignment node transaction fee. The 
consignment node then transfers legal ownership 408 of the good by changing the ownership 
entry in the data record in the consignment node of the good. The consignment node may then 
print a record of the transaction 410. It is understood that step 410 may also be used to keep a 
log on the consignment node storage or tape drive. The consignment node then removes the 
good from sale or auction status 412. It is understood that the data record representing the good 
is "locked" during the transfer ovmership sub-routine to prevent collisions of actions and 
transfers of the good. If the participant has elected to ship goods then the consignment node will 
print a shipping label 404 for the consignment node user to attach to the good for shipment. The 
transfer ownership routine may then exit 416. If the participant has elected to re-post the good or 
collectable the participant may specify a new reserve or offer price for the good or collectable. It 
is understood that the purchasing participant may elect to leave the good or collectable at the 
consignment node and post a new offer or reserve price and may identify that the good is on the 
market, e.g. may be bought and sold at any time, or that the good is awaiting an auction date. 
Moreover, the participant may elect to have the good viewable on the market or "invisible" to the 
market while awaiting an auction date 422. It is understood that the participant may elect to 



20 



30 



leave the good at the purchased consignment node and electronically transfer the offering of a 
good to another consignment node. It is understood that consignment node users may run a 
"trusted" network between consignment nodes to provide the trust between merchants, that the 
goods exists and that the network between the consignment nodes to provide for electronic 
5 presentment of a good is a secure network connection. This allows collectable goods to be 
concentrated for a single electronic auction or virtual collectable market on a market rnaker 
consignment node without incurring the costs of shipping the goods to a central location to bring 
the good to the market maker consignment node. It is understood that the trusted posting of . 
goods on a market maker node is a value added feature a small town consignment node user can 

10 provide to his immediate collector community. It is understood that the master central node may 
also serve as a legal consignment node franchising authority to provide enforcement of integrity, 
security and quality control for the consignment node network- 
Figure 8 shows the consignment node routine that may be used to establish a virtual 
market The market 450 may be selected from the consignment node main menu, see figure 2, to 

15 allow a participant fo browse the consignment node goods database. The market 450 will display 
to the participant market categories 452, categories may be defined by the consignment node 
user to reflect the specialization of his consignment node and the specialized markets or 
miscellaneous markets for his goods. The consignment node then gets the participants response 
454 to the market choices. The consignment node may then display market sub-categories 456. 

20 Again, the consignment node user may specify market sub-categories to reflect the specialization 
of the consignment node. The consignment node may then display items 458 and get the 
participant or market user response 460 to the displayed choices. It is understood that the 
participant may browse or scroll through the goods on the market 462, 458, 460 until the 
participant responds with a desire to exit the market 463. If the response is a desire to transfer to 

25 the market root directory 464 then the consignment node will return the participant to the market 
subcategories 456. If the participant responded with a desire to terminate the session 466 the 
consignment node will exit the market and terminate the participant's session. It is understood 
that during the browse loop 458, 460, 462 a participant may elect to buy or make an offer on a 
good and may invoke the transfer, ownership routine, see figure 7, to effect the transfer of a 

30 good's ownership. It is also understood that a participant may make an offer on a good below 
the asking (or offered) price. Such a proposed offer may be stored by the consignment node and 
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used to notify the good owner. The good owner may then accept the counter offer or reject. It is 
understood that a participant counter-offer may be made subject to an acceptance before date. It 
is also understood that a participant may establish a "buy at" or "sell at" price/quantity for any 
good in the market. 

5 Figure 9 shows a logical flow diagram of the process that may be use to transact the 

transfer of ownership of goods on a consignment node at the store where a consignment node . 
may be located. The consignment node user invokes the store sale sub-routine 500 from a 
consignment node user terminal, see figure 1. The consignment node user may use the bar code 
scanner to scan the bar code of the good for sale 502. It is understood that the consignment node 

1 0 user may manually recall or search the consignment node database for the data record of the 
good or may let the consignment node software use the bar code to automatically retrieve the 
record 504. The data record is then scanned to retrieve price and sale information on the good 
506. It is important to note that a good, while on display at a consignment node user's shop may 
have transferred ownership and changed price via network participants. The consigmnent node 

15 then displays this information 508 at the consignment node user terminal. The store customer 
may then elect to purchase the good. The consignment node may process a store customer 
purchase request by calling the appropriate sub-routine to transfer ownership, see figure 7, of the 
good. 

Figure 10 shows a logical process diagram for the central node to collect and process data 
20 concerning transactions on a plurality of consignment nodes and provide value added feed back 
to consignment node users on market positions and trends. Data processing 550 may be 
executed on a consigrunent node or the central node to extract transaction data from a 
consignment node. It is understood that the tape drive, or storage device may be used to log 
network transactions on the posting, auctioning, buying and selling of goods and collectibles on a 
25 consignment node. This information may be collected by the central node over the consignment 
node network. The central node may then plot sales, sale date, price over time and the like to 
create graphs of market performance 554. It is understood that the data correlation and 
processing steps 554, 556 may be customized to provide a particular consignment node user with 
useful market information. The central node may also provide hard copies or electronically 
30 transfer the information to the consignment node users. It is understood that this may be a value 
added feature of a service that may be provided by a franchiser. It is understood that the central 
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node may log into a consignment node, with well known remote processing and data transfer 
techniques such as the riogon and FTP UNIX utilities to make changes to the aforesaid virtual 
advertising space on a consignment node. 

Figure 1 1 shows the agent handler the consignment node may use to establish agent-to- 
agent and consignment node - to - consignment node connections to process participant agent 
requests. The agent handler 600 may be entered by a predetermined series of codes and 
verification procedures to verify a request for an agent connection to the consigmnent node is 
from a bona fide agent and a bona fide consignment node. Once this is verified the agent handler 
may establish a session for the requesting agent 602. The requesting agent may then transfer its 
agents request to the consignment node 604 and the consignment node may then check its local 
database 606 to try to match the agents search request The agent handler may then respond to 
the agents request 608 and terminate the agent session 610. 

o..».H >.n.hnHimPrt to th.. pro.^^.nt inven tion .hnwn in figure 1 ? Uses ?t low cost 
pnrtphle, "nosting" ^"^i"^' to «11ow t H>. viri.,.1 nresentment of POods to market. The postja S 

iinllii I dirifl nm-r ■-w.^^. r^r^tPr .hnrccvle^rwr . modem and ppsting 

^i TT -^l o^fH.,.r^ ThP posting terminal works in rnninnrtion with ^ market maker computer, 



T^p market rr^^'-r rnmnute r hag a database of POods fof sale a postinR/de-t 
.»^..,.nin.tin. handler. - H.t.h... to world wide weh (www) mapping module p www>exver, a 
tr.n.artinn nmcepc ^ r..:ting terminal communication matiRper « sold database, a shipping 

.nd ..nount -'^ '^^'^^ fiinntinnnlit.^ of the rreviously de!>cribed 

rnnRipnnient node. 

. . ThP porting temiiP^I =^nd market m ^ V^r rnmnuter. fiinrtional Mock diapram 18 shown in 
fic..r. 1 9 The no r ^^-r '-"T'-' ^ ' "^"^ ""^ processiup module 702, a 

r^rnrd maker mo d -i^ - storage unit 7 1 0 for storing images and records tt^at have UQt ^eep 
pn.t.d .nn^mod yf^^l^ . c.W.t remrds module 714, po^t r^<Ti^^ 7 1 ^ fwM^^l 

rndP module 71 ^ F^t mail mody]^ 770 « storage unit for holding posted feror^f^ and mm 
.od.c777 .d..-no^ >^-^--'^794 agetc»^^^»H.1.77fi d. nn^ renuest module, 7?,?^, ? 
..d. c..nn.r interfa c e .n.th.r instanne of the get mail moduje 7^0 ^ TP^il .S^le^ TOUtin? 
7^S a nrint shippiF '"""^iP^ "^"^^ ""^'^ '^"^^ '"""^'"'^ """^ " ""^^"^ ""^''^ TTlodule 734. 
TV,P nnsting termin al 7'^" ^ ^"^^^ "^^'"^"^ "^"^"^ ^"^^"^^^ ^" '^'"^ ^"'^ 
deM?ost goods r.r...ive mail Tl.. nosting ten^ in^l 700 is easier to administrate thftH a 
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-"Tl lirr""'"^ tinrfe hecancy ]t hshaves like a retail Point-of-Siile tenpmal tff manage 

^.. p p.ct.H ..H .rP. inr.«iiv c^]^^ h.r n.nHe l.hHinP and .scanninp mininfts qnd m?tho(^ 

jt ,.cv fnr the rnstin g terminal iL.er to n.«;nt.m an accurptP, ac-COUnt of what goods have 
y^^j, P^etpH, He- pnsted. sd^ anH/or shinn H The pn^fm^ terminal may use an MS-POS or MS- 
5 wpsmnWS oo erptmp wstem t h ^t k mnch easier for a small StQP^ pwper to operate and 
,^^;n;cter than a nntnnley multi-use r ^.ten. tilce T JNTX or WINDOWS NT. 

The postinP tenriinal 700 fimctmnality hepins with a user taking a digital picture with the 
P^..jpp terTT^iTia l digital camera and conp ertino the digital camera tO the camera interface mpdule 
. -701 The n^er selects a il innn on a graphical user interface generated hy the POSti^R terminal 
10 c^ft..»re tn pnll the didtal nicture c frnm the digital camera, It is TOderstood that other input 
ci..h .ranners a nd the like mav he n.e in niace of the digital camera. The imaRg 
rlnlP 70 ^ may cnnvert the d ipit^l picture to f. romnressed data format SUCh. aS JPEG 

^„itah1e for cotT^mnniration of t ^ imaoe across a data link. It iS lllidefStOOd that 

^1,, r-y Y-"^ '^''^ resnh,tion for posting The posting termina] then ihvplce^ flie rPPPfd 
15 pntine 704 The re.cord maker ''^ "^^^ ^'^^'^^ '"^^^^ ^^'^^ ^^^''^'^ 

j^^ooe from storage nnit 71 0 The record maker may display on 3 P^P^ng t^minal 
^ic pl^v a data entr y record with pre-defin^H tevt fields, nnmher fields, "huttOPS," Iffiohf! ftfl^i 9^ 

p;p,.re 1 ^ shows an eyample of a r^phir^l nser iptejfac.e that may he Presented to a 
20 p^ctin p terminal 7 0 0 n.er The, graphical n.e.r ipterface for the POStinP terminal 7Q0 may mW^ 
„^ the item represe p teH hv the record Q?0 a description of the item 9?.? , and 924. the 

y,..;^ K.mr^n" commands t o rer.eive pictaref ] fr"T r^^' ^^ r^"' ^o post a record 928. tO 

. .ale Q^O to d e-pn^t a record 93^ to ar.ri..ss files of records 934, to yjew and/or 
onH .end mail 938 a d;,tahase cate p nr y fieild 940 with a null down selection bar 942, a 
25 Hat.h..e .nhcat pgorv 944 with a pull down selection har 946. a code field 948. a porting date 
fi^M Q^n a .to»». identifi cation 9S1 a m a rVet designator field 954. a description field 956. a 
^..r,. or u.hole.sa1e price fie ld 0S« and identifier 960 a retail or liill price field 962 and 
THentifier 964 T he rategnw 940 a p H .n,h-r.ategoT^ 944 data fields are restricted to selections that 
..j^ .^ ^ He hv the respective mill down h^y^ 947 and 94^^ Thi. aid, the po.stipg terminal 
30 ^p^ r-tor in selectin g fhe correct market for the oood when cre.atinP a record and assure? that a» 
^..^j^. ppperiv link into p ^^rVet ronnpnter 900 market datahssg A file mqy stored at 



587327 WPA^2^ 

rMm,nncr f.fiN02!.DOC 



21. 



10 



15 



20 



25 



30 



^■,„^irp .^TTTT-^ -^"^ r.nrT.snon d^ to A.t.h^.e structure pt th^ market maker computer 800, 
TT.v^n p the databa eP ctr..rh,r. in a fil^ t>.TTninpl 700 may allow the posting terminal tQ 

^...n,. n.H«t.. hv ~r-^- ^"^fe^ ...|.n;^n» cnnh ... thp KFEMTT FTP. T^modetn and 

^m^nH^p nrntoc q lc Tf nnHerstonH th.t certain selftCtiOTIS ^^^^^^^ ''^^^^'^^ '^^^ 

tn Pnfnrce a fa.nrhi.P and/or jir^nse grant that onlv allows postjnp ip ?^ certain f^eld, 
n^ov .llnw . franc h jci^r ^^^'^ '^'^^ '^"^''^ ' fn^r^chi^ee to a fj^d of f^^d/^f c^teggiy fff 
pn^H^ The co>^^ fi^^lH Q4R d i pp^j^vs the har r"df data in text fonn that the marKgt 
.. p^pntPr oon .end r ^» fh^ r"-^'"'> '^"^^"^^^ "^^^^ ^ siirce.sfjfiiHv pQf^t^d, Tb^rsf^re. 

|hP rnde field 04« ran serve a miick vi ! =»|»1 r.nnfirmation tO the POStinf teimiT^^I ^Sef that thg 
^icplav^H recor d hppn nosted. The niarVet field Q5? may alsQ bg P restricted .selection figld 
..n..cihl. hv nuH Hn^^ s.1e.r.tion. b^r QS4 Fields selectable by the matket field 952 may include 
.n^inn nn-sa1e hnlH ^nd the like to give additional dirertionalit^^ to the record posting. The 
priPP Qft4 and ve '-r^- price fields QSR n.av he used to stnicture the t^vo-tiered TTiarket of dealey- 

t.:H..l.r .nd retai l — ^^''^^^ ^ri^'' ^^'•"^^^^ '^^'^ "^""^^^ ^""'^ ^'^''^ ^"^^ '"'^ 
HiiddRT] fron^ vjpw to retail parridnant s A dealer ipay be provided with gpecjal IpRPfl 
;H.ntifir.atinns passwords to view the reserve price 95^ and reserve pricg indicator 960, Thig 
fp.t,.r. Pnr.nnraP »e franrbisees to u cp tbP Plprtronic market for collectable poods dealer 
partici pant in tprfar.e to geP^ratp. IocaI sales. 

p,. p^ctipp tP.^in.1 700 a c >.r PntPrs dpsmntions such as the nam^ of the, item; the sale 
pnVP nf the ite n i '■n^ brief des^nntinn nf the item and the like tO rompof^e a reyord, » iS 
^,^ ...et..H that . n n c.i^» t.r^in.l nser mav enter a retail PTice npd , w]^o\e.^]e pric^- Th^ T^tail 
p^.P n,av then b e ^^it'^^^'^ ^" narticip<.ntc ono Other retail nartinipants 90? n)ay recejv? the 
,»hnl...1P nrice. Tt ic nndPrstood t h at this twn-tiered nnrinP scheme m^y he. tised tP netw^K 

|n InratP onods '^y'] pp^erate saleff at thp retail noint of sale. For gxampiP a retailor m^y 9^^a^Re 
thP rPtail nric e fpr onnds to store, rnstomers. while obtaining th^ benfifltS. g.R. 
of wholesale o r disrouptefl PTicinp fpr r"n^5 Tt i^ upderstpod that the re^trictediiel 



rr^rr^M with tb>> et..,.t,,rP nf the F^r.c.i. database S14 to Piiide a postinp terminal 700 user 
in th. prn ppr select^ -» a n.arkp.t cateppr- TitTl -.-'---T-' r"^^^"^ '-^"^ Categories 

r..„;nHnHpiPwelr ^> n. ps and tanestr^ tnnl- Qiiilt^ fiimitiire art deco. books , pgns. cpins. 
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I imp- pni --rni- rr-^ -'"^'-'•" P ^"^^''tepories may inr^He. ynmtm? and Hrawjnps ficulpture, 
.i.tv,i.p, nn.t.,mps sho pc h. g., h.t... weddiuP powns. fas. pap fvpes and the like to 

nnuMi liiilnlfirlrl-in-hrM-r'- r-'^ l^.fr.rrinP MrV to Firtir. 1 ? the w may Store a 

5 ^ I 1 rin Thr -tnn r" '-r" ^'^^"^'^ maW routine ti^av also contain ^ 

^^^..H K.,tto. 70^ to inin,edia t°' -> r ^^^"-^ '^^^ understood that the user ma ^ 

, v.hir.h the, noP^^- r tPr^in.l 700 mav antomatically contact the market makei: 

«nn ..H nnst the selecte d goods. The t^ost repupst 71 6 module may allow a user to 
„,.. ^ ^t^^.. „.^t 71 0 or .c in the rase where tlT- V^^T S^I'-^H the immedj^t? PQSt 

10 ^^r p^^r^H 70S, the nost module 71 9 may accent a record ftS an itipiit The al?l1lty of t)l? pOgt^qS 
tprpiinal 700 t o store and spj^^ft records for nnstinP asynrhropo^slv froTTI when ^ T^CQj;^ ig 

.^ p,^,..i..tinri with a mark ^-t n,.Ver comnut-T '^^ ""^^ "^"<^"'° ^12 mav inyoka 
p^ .^„1 . 71 ^ to nost the designated record!^ Pn t¥ FIPT^^t f>T)d piaV? q virtual 

.„ |pc ..o..d..res n.av he imnosed on the po^tinP terpiinal 709 us^rthTPUgh 
jj^oy^ c^ ^p and fh^nchig^ aoreements. ^^^rh niles may fpclnde the reoiiirement that all g09<^S 

p r pp„.H l,.nn..nt or consigntp""^ ---^^^ Tt i.s understood that th^f^^ vA^f^ ^r)d l?g^l fram^ 
inp^^pH to allow the r ^-'-"-^ r^-^ to conyev a lepal title to a good SUch that thg 

u- • • - ^ •- ^t. J io,. ,fi,l /.wnprshin to th f pood designated hy the record. 

n«mprshin desipnatftri mthe recofq gran ^ lawm^ywM-^IP^ ^ ^j^ ^ ^^^^ ^ 

..nnrds to the market xnaVer compute r ^^Tr-'^^^"" ^""^ 

,..;.ii y ayanahle -from W C^^ 77^0 9 Hairy Mhfor Suite 1 88, Houston TX 77077 and 

^..^v,.iie.ft rornnutinP T r- P o ^^nv 4<i43 HuutsviHe Alahama 35815, The 

. ,nicatior, r,mt---i- -^^^^ PTP and KER^^TT mny he enh?,nred by usinp knowi, 

..^.ry ption and auth "nti-i-T ^^^Yr^^^ to provide an ultra-secure poptinR interface. The 
j,^^^;^P ^...H x^ay also include 1 ]r^A~T th^ 1-^°^^^- - "^nr. identifi cation user identification, 

P, ^r-^c th. liV. to allow t h- r-'--^ '-"tnouter 800 to yerilV authenticity, approve 

30 .;.tl,.^.ation and trar]- ^r.r "f tV F-^^ r -7"" « "^^^^^^^"^ '^"^^^^P ^'^"^^""^ 

and posting t erminal user. 
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.^nnpntPr «nO ma y ^-ff^ ^nH accent ^ rrrnrd 3n<i penerjite a^id send a 
■prnrfi The bar code number "^^v contain a^e that ids 




r pct;. p tP.^fp«1 accent^ ^'^^ ^-r rnrfp and niacfts the code in the 

'7^^.. ,^... .....rH -n.e in iT- — ^■^''^ siirr...fi,11y po^e^ r^.corf Tn^y serve as 

tH.t . anoH h.. be^n ..r,ce,,fa]]y ponH The record may 
709 a confrir-'^ rr*^'^ ^'^'^ ""^^^^ terminal?!' PPSt reflVgst modii 



r,^;c..H nosting te r-^--l ^nn nr the marVK m.Ver computer 80 . P_lDay invoke a mail update 
^^^j2m^J ^J^ the market mak er coTp puter 800 toMPgltig P termip^l 700 . Mail 
n,.v inclu d - infoTmarion 7^4 networi^ news 7^6 and potifir^tjoTi of uppominfi 

, Th- r- '''' "^"^ '"^^ scapnerj _^0 to revive a posted 

^.^^j^^m^ The ^e- post modnle 724 may cdL^ e.-pof^ re quest routine 

j^y^M^ljjJiMimi i"" 1 '1 ■,-^i„rt-rmir-r^"-'^-^— --•'--^"^^^^ 

..^ p.,.., «nn The r- t — "-"^"^^ '^"'^ ^''"^^ ^^^"^ ^^"'^^^^^^ '"^.^ 
pnct/fl^-nnst h^']^i^r RO? Tl^'' r"f ^'^^-""'^ b ^pH^^r 802 may rrP"^*^ collertible idgptlfieijl 

rode from ^"^-^"^^ ^^"^ '^^^^ df'-p^r'p" i'i^'itifir^tiop bag )esal 

|| ^|. |» th. iH.ntifie r' -^Ih^tiblP indicated in a for-sale rerofcl the piarKet IPaker coTPPpter ?Q( 
, ..-nn.t co r ffTm ^» ^>-'' r.n.ti-. terminal 700 TTie po^tipr ^^rmm\ ^QQ may 

P^nn^iftd Tf legal 

process the confim Si gnal Py in019aT1PF ^^^^ ' ' 



tui. tn tb. nnsted collectiMe p""^ ' " ^ ^^'^ ^^^^^^^ ""^"^^''^^ '^"^^ 

^g^^g^^^^je^^Oato^i^-^tPd by the postipp-teminal idgPtjfir.tinn the market maker 

..^p,.i.r 800 may rep.nlih^co1]ectihle ,ood status , e,,^.MiL MMA^-V^^^ re.quegt moduie 

.... po.tina terminal user that a bailee re J^flDjlltP pow betwee n 
...^ .nH tbe new i^r ' — ^^"clerstood that this bajleeielatififltoi^ 
...tr.ct.,allv create^ nnrl -nf-^-^ ^^^T^ ^^^^^^ '^""^'^ bet^veeiLfli££2^giimml 
.p. fr.ncbi..e ^ntin. .inhoTity Tt ^^ al^n upde rtood tb^t Tl^e bailee 

pr,l^, ^-n.H tin,e ->-^/-r "^ir '-" " -^ t" f ■^^"'"^^^ f^^^^'^ "^^^ ^^'^^"^ 

.rnn.tin<, terminab^^ r ^ Frtirj p.pt Herts to hold legal pwngrs hip byt kee p tbe^ 
.h. .I^ctron f ^ -^-^^^^^ -W. f.r tbe Ion, term Tt is ppdemopd that a bopd and/or 
•,.enr.nrP renuir e tc n..v he reonirerl for tbf- POStiPP tetTPina] PSer apd/PT 



^^^g^g^^t^^j^ands^ to a lon g t.rni rollertible investor th^t the risk f>f lof^s pf the 
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rnll^rtahli^ PooH asset is mair ^^i"^'^ ''•"'^ ^^^^^^^ ''^^'"^^ loss. JtiiUndfil 
n^av t^avf. sold PpH thP. Tiew own^ y t^^'s elerteH to T^-sHl the PQOd at a higher 

c.lPs nrir.e. 7 ^- ""^tino teTminj n,av ther, transact th^- Incal sale at the new " 



P ^^,.cf n^nHnlP 7?« is fini ct^»H it may invoVe thP market maker computer 800 maV 
he pet rr^il rn.itine 720 to sp,.H mail hetw^^^. the. Tnarket maker computer SOO and th^ 
.sti^g terminal 7nn Tt is under- ]^'^ that throug^ thp nrhrednres of PeneratinP a unique cgde 
port, posted pn^f^ rher.kinp a u yini'" ""^^ ^^"^ ideptifies each PQStinP t^mm] 7Q0 ^Rajpgt 
Ip p^l owner entry in a nosted p»nr1 on the ma TVet maker computer ROO the database ( ' 



-^^^^^^^gizi ,vil1 evtremelv r eii^Kle and accurate and assure that a Pojd poodg that 

Y..,. ol^^Hy heen c^lH n. th. market -^n^ pnter «00 will not be inadvertently Spjd twjce. 

TK. ^mr^Aurr-... w^e. »s..d in coniu r ^tin. w^th the njles and procedures imposed on the posting 
■ „c.r thmnrh n fr-TT-Wlinr - fr^n^^wotV ass^ire that fl ) when a record of 

o P^H is fnnnd on thP mar^cet maker ^^t^r ROO hv a paiticipant 900 or another retailer 902. it 

;r, fa^ fnr-sale ^nH is in the nhysi ^-ai ^nH leoal nnssession of a "tmsted" franchise and (2) that 
„,>,.n a hnna fide pnrnhase nrice is t e ^H.n>H hv a narticinapt 900 or another retailer 902 the legal 
t;tu tn a onnd as r . pr.s.nted hv the r^nrA w^ll transfer to the buyer wjth ap jnimedjate or nearlv 
;^^..,at.. finality tl,. transaction. T^^' ^-rV of tnisted franchisee, hiph confidence and 

rr^arket dptah.se and the leg ^i ^^^'it y of transaction where the legal transactjonrcash" 
...,^.p fi,nntion ir prrf-mi"-^ ^h" --^"^ ^'""^"^^''^ ^ ' nartjcipapt credit pard 
^inii^M II nthrr pr.Tp-pt nr-n- i- -flv --'-'"^ ^^^^^^^^^ ^he market maker computer 
fioo, a massive ctP p toward hnildip p nnnfidence and Pnist betwee.n a small collectable merchant 
po ^jrinant wi t >^ e|..tronic transactj^r '^'^'^^ nrocedin-es may be used to pjve assuranqeg 
...at. tmst to r a^ininants who for -v^^p^e would like to buv apd art deQQ coljectable from 
p ..| |..tah1e shon i n P..ssia hnt is vew relurtapt to send credjt c^r^l infonnatiPTI m V^r^UQ^ 

..n..tahie shop for the obyiops ^^onceip- of rrpdit nard ft^ud an^^^oT tPMd in th^ bpna 

. ft., .nllectah^ »^oH itsPlf Kere. however the franchisinp ainhoiitY POlic?? % 

tn revo y p th. franchise if a fr^ud apd/or pii^renre'entatjons of the bopa fides of ^ 
oood is t. k ^,r r-- --^^"^ ^^^^^ "^'^ ^^^^ ^^^^ "^^^^^ 

^„^K. ^c ar. only r e ^.^ole>^ to the market maker rompnter m ^nfl not accessible to the, in thlS 
.v.^ pi. the l^nssia n .^i]e.tahle store This allows the Russian coUectible^Qr^igjeceivaihe 
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^.. c;n.<;c onnd will »f th. .I.rtrnnic coUpnfHP n^.rket nlace of the present inv^mion TO ^Ml^M 
^ prf^ediate tp ist with prospftrrive electronic customers. 

Th^. TTiarket maV^-f rnmniiter 800 may have mail ROI a nost/de-post handler , 

mnHnIP M7. a sp^nritv n.oH..1e RQ ^ H.t.ha.P server 806 a database to wynv mft? mo<iule gQS, a 
nape, server «]0 f. tr.n..rfion pmr^^^nr 817 a for-.ale. database SH, f» fio1<3 <iatabage 816. 
a fihinned dataha.se 820. ar|H an account database S24 A www to dataha.se manping 808 module 

rnmmerciallv ^^r^i\Me frnm E ^ r^rtPlliaence. Inc Santa Barbara. California at (gQ^) 9^2- 
0^^8 <;nrh a niTrna mndule rr ».v .nan a nnRC H.t.h.se siich as Microsoft AcceSS tO a WWW 
pppp The market maker compyt^r 800 may s ^ p^ four nrimarv fimctions. The first fmc^QXl j? . 
fh. ...11 handler f o r prn.Pc.ino calls frnn. . nnstinP tenninals 700. The secOnd fimction js a 
H.t.ha.e to www ir^nnina fi^ncti o n to nresent narticinaTltS 900 and Qth^r retaikf? 90^ wj^h a 
^..r.. in acce.ss rp^rlret datiihqcP The third fiinrtion is tO PrOVide a THeaTlS tQ pfPCggg 
tr^psactinns frnm narticina n tc hv clearing a transaction and tranPfciTinp l^Ral tttje 
fnnith fiinction i ? tn nrnvide a ttieaTIc for nnanadnP the notification of thg Sale pf a tff 

DstineJer 




Y jn ^r Y^^ "^'■'^^^ cniTiriitRr 800 ma y use an accounts 8?4 database to track pavmentg 

Hne tn nostinp t e rT^in.l 700 ».sers. The Hear accounts 8?5 module mav PTint checkg d^e tff 
rostino terminal 7nn nse.rs Tt is unHerstond that elertfonic fiinds transfer teffhniqueg maV 

r rlearinp account ha1anri-s 82 5 fnr posting terminal users A modem bank 803 maV bC 
receive posting rails from po.sting ter m inals -Tt is understood that the modem bank may 
renlaced hv a network conne c tion to the internet At this juncture it is believed that, an pff- 
^ine that is a modem hank, conn ertion offers the best security for the posting of R9P<^. 
However, it is unHerstood that a network connertion e.g. through the internet, is wjtbin the ?cope 

of t^e present invention. 

^ c..,.^^ ,podiile 804 ma y he nsed to provide identification Ppd paf^f^word S^fUpty, It js 
nnderstood that Q ttier ce.rnritv and .nthentir.ation technioues mav bg Uged at ^ec-nrity module §04. 
|t is nnderstood th.t database se f ver 806 may he an ODBC server available frPHl mm 
r^pmercial daf^hpse nroviders Mnrh of the m»»rke.t maker computers 800 fimctionalitv is 
HisHosed ahove i n the rnnsionment noHe fimrtionalitv The databases may be StmCtUfed t? 
inHirate of for-sale 814 database an d sold database 816 and auction database 817 and a §hippe(} 
database 820. Tt is nnderstood t hp| re.cords mav move between the databases by book entry 
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orHnp I ne trans g rfinp pmr.essor Rl ? mav ase RSA r.ffrTific^t?? f<T1fl/0T Other wg^]-lfflQ^V^ 
t^rhni^liPf; to rmpRgs secure d transactions be<^«'<^n the market maker comnm 8QQ ancj 
pp ^inip.ntc 707 anH 902 Tt k nnrierstoo d that the transactinn nrnceSSOT 8) ?, mflV interface ^ith 
.^.^,1 poym^nt systems 82 ^ Tt k understood t>,at nartir.inant arcnimts mav be tracked 3t the 

5 ^.ri..t maker c p rnpnt^r ^00 Mof^nvpr it is understood that aocovnt sumluseg may be acq\iire<^ 

pf ^rtin^ ppnts sneculatipg collectable oooHs mav be jr^ve.sted in highly linilid and Safe aggetS 
^,^ |, ^, TT ^ TrPasiirv hills t o nrovide and interest bearing acccuntiTIP for poj^jtive cas^ t)alai)ces, 
J Y^r p^^^H^s an inr^ntive. nr at Ip.ast a hedge aPainst inflation fOf a mlmi \<) 
..nthin th^ r.ollectihlP market nlac e and to use these fimds to speculate in the co11ectit)|e marM. 
10 Py ns^n p fimds pvailahle .t the m ^rlrPt maker computer 800 participaTltp can reduce the 

^pco^i^n rnsts associa ted with credit c a ^Hs arid other transaction clearinP means and optimize 
p.^;.;p.nt.' n..tiim nn n nr. movements in the buying and gellinp of collectable poods. It is 
within the <=^ .o re of the pr e sent invention to allow access to the electronic cpllectable market 
t^^^ ph ctnrlf hmkers. banVs and other t P .T,sartinn providers through these providers private 
15 tra^sartion netwnrVs, P o those n ^-tworirs that use dial in telephone lines to home computers 

H.^^..t.d data lines. Tt is within the scope of the present ipyention to allow profession^ 
jTi »^ c^^nt advisors to one r atP fimds such as investment companies, mutual fand partnership? 
onH the lilre that use collectable p nods as nart of the fimds assets. Tt is understood that the 
^.^y.f ">,icfnrv" mav be archived and nr o vided to investment advisors and/pr POStipp terminal 
20 .icers at^d/or parti ci pants on a CD- F OM or other mass storape medium to allow off-line anaWsis 
t^»Hc ir, the collectable goods marke t This will allow or create a new clasS of "learned" 
op..„iot»r, in this nninue. novel and non- p hvions electronic market place and network of tPJSted 
|Vo^.t^;c.e ^ in the collectab le onnds domain. Tt is also within the scope to the present inventioq 
l^e ^inniditv volut T ^e and availability analvsis to allow the creatiop of a Secondary and 
25 ^.pivative market for ontion and fiitiires contracts and Other pp?9^1^tiv? conf>tmct,'? to he greeted 
"^derlvinp assets as collectable coods in the electronic market Plape of The present 

jnvenrion. 

Many variations of the present invention are possible withan^ the present invention is 
Vnnwn to those skilled in the arts and are within the spirit and scope of the present invention. 
30 Those skilled in the arts will be able to make many variations on the present invention once this 
invention is known to the arts. 
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Exhibit L 



PROTEST UNDER 37 C.F.R. § 1.291(a) 
U.S. Patent Application Serial No.: 09/253,014 



i\ 



■^^i^ FILED- 



m THE UNITED STATES DISTRICT COURT 
EASTERN DISTRICT OF VIRGINIA 
Norfolk Division 




MERCEXCHANGE, LX.C 
Plaintiff; 



Civfl Action No. 2:01cv736 



eBAY,INC.,etaL, 



Defendants. 



OR1>ER AND OPINION 



On July 30 and 3 1, 2002, the court conducted a Maricman healing for the puipose of 
construing the claims in the plaintiffs three patents at issue. After careful consideration of the 
briefs submitted by the parties, and the argument of counsel at the hearing, the court issues this 
Order and Opinion detailing the claims constructions and reasons therewith. 
I, Factual and Procedural Background 

On September 26, 2001, MeicExchange, LI-.C. (''plaintiff") brought the instant action 
allegmg patent inftingement m violation of the federal patent laws of the United States, 35 
U.S.C. § 271, et s^. hi its Complaint, plaintiff alleges that eBay, Inc.. Half.com and RetumBuy 
(collectively "defendants") have inJ&inged upon three patents: U.S. Patent No. 6,202,051 Cthe 
•051 patenf 0 entitled 'Tacilitatmg Internet Commerce Through Intemetworiced Auctions;" U.S. 
Patent No. 6,085,176 ("the '176 patent") entitled "Method and Apparatus for Using Search 
Agents to Search PhiraUty of Maricets for Items;" and U.S. Patent No. 5,845,265 ("the '265 
patent") entifled "Consignment Nodes," (collectively "patents at issue"). An Amended 
Complaint was ffled on December 7, 2001; however, the parties and patents at issue remain the 



On March 13, 2001 , the '051 patent was duly and legally issued to the inventor, Thomas 



same. 



Woolston, for an invention pertaining to a method and a^jparatos for feciUtating internet 
commerce through intemetworked auctions. On July 4, 2000, the ' 176 patent was duly and 
legally issued to the iaventor, Thomas Woolston, for an invention pertaining to a method and 
q)paratas for using search agents to search a pluraUty of markets for items. On December 1, 
1998, the '265 patent was duly and legally issued to the inventor, Thomas Woolston, for an 
invention pextaining to a method and ^aratus for creating a computerized market for goods for 
sale or auction by use of apluraUty of low cost posting terminals. Mr. Woolston assigned the 
lights, title and interest to these patents to the plaintiff and therefore, it has the legal right to 
enforce the patents, sue for infiingement, and seek equitable relief and damages. The plaintiff 
alleges that through the use of methods and qjparatuses, the defendants have infiinged upon its 
patents, aad continue to do so, causing plaintiff to suffer irreparable harm resulting from the loss 
of its lawful patent rights to exclude others from making, using, selling, offering to sell and 
inqjorting the patented inventions. 

On May 30, 2002, this court held a hearing regarding five Motions for Summary 
Judgment which had been filed by the parties. While the Motions were under advisement, the 
parties agreed to continue the trial date and conduct a Mariman hearing on the originally- 
scheduled trial date. On July 10, 2002, the court issued an Opinion on two of the five 
outstanding Motions for Summary Judgment, deferring judgment on the remaining three until 
after the Maitanan hearing. These remaining Motions will be ruled upon in a separately issued 
Opinion. 

As an initial matter, the court restates its fiustration over how these parties have handled 
this case thus fer. At the hearing on the Summary Judgment Motions, neither party had requested 



a Maricman hearing, evea though a number of terms were in dispute. It wasn't mitU this court 
requested that the parties arrange for a Markman hearing in order to resolve a number of daim 
disputes that the parties opted to conduct the hearing during the days when the trial was to begin. 
Two weeks prior to the hearing, the parties flooded this court with documents. One week prior 
to hearing, the parties submitted round two of documents, which included not only bundles of 
documents, but boxes of paperwork. Tlie court was forced to drop all other matters in order to 
prepare for the Markman hearing. During this prepaiation, the court reaHzed that not only did tiie 
parties disagree as to what the claims meant, but they also disagreed as to which claims were in 
dispute. When the court inquii^ about this at the hearing, the parties couldn't even agree as to 
how to proceed with the hearing. As a result, the court was forced to construe practically every 
term in the claims of aU three patents. Not only was this tremendously time consuming, it was 
completely unfeir to this court The law firms representing these parties, experts in patent law, 
had a number of partners and associates working on this case, as was evident by Ac number of 
lawyers at the Markman hearing. In contrast, this court had far fewer resources available, as well 
as a considerable civil and criminal docket to maintain. As a result ofthe parties' inability to 
cxKjperate at aU, this court has been forced to expend an incredible amount of time and resources 
handling this case. Hopefully, this court's claims constmction will be a catalyst for the parties to 
resolve many ofthe outstanding issues in this case without the court's continued involvement 
n. riflims Con5 ^'"*i^" Procedure 

Tht first step in a hteral patent mfiingement case is claim construction, which is a matter 
of law. T...^.r.vW..tview T..trnments.hic., 52 F.3d 967, 976 (Fed. Cir. 1995). a2!d. 517 
U.S.370, 116 S. a 1384(1996). '^Claim interpretation begins with an examination of the 



intrinsic evidence, Le., the claims, the rest of the specification and, if in evidence, the piosecutioa 
histoiy." rrs Fitness v. Brunswick Corp., 288 F.3d 1359, 1366 (Fed. Cir. 2002). "Cpuitsmay 
also use extrinsic evidence (e.g., expert testimony and treatises) to resolve the scope and meaning 
of a claim tenn." M. 

^ Oaims and Specification 

"Generally there is a heavy presumption in fevor of the ordinary meaning of the claim 
language as understood by one of ordinary skiU in the ait" Bell Atlantic Network Svcs., Inc. v. 
rn^.A rnrnTnuni catinns Group, hc. 262F.3d 1258, 1268 (Fed. Cir. 2001). However, this 
presumption may be overcome "where the patentee has chosen to be his own lexicographer or Q 
where a claim term deprives the claim of clarity such that there is 'no meaiis by which the scope 
of the claim may be ascertained from the language used.'" li (quoting Johnson Worldwide 
Accor Tnn V. Zehco Corp.. 175 F3d 985, 990 (Fed. Cir. 1999)). This can occur when tiie 
inventor exhibits an express intent to impart a novel meaning to the claim terms in the 
specification or prosecutionhistory. Id Furthermore, the specification "can provide guidance as 
to the meaning of the claims, thereby dictating the manner in which the claims are to be 
constnied, even if the guidance is not provided in explicit definitional format" Id, (quoting 
SriMftH Life SvP , Tnc. v. Advanced Cardiovascu lar Svs.. Inc.. 242 F.3d 1337, 1344 (Fed. Cir. 
2001)); see ^ VitrnTiir.s Com, v ConceDtronic. Inc.. 90 F.3d 1576, 1582 (Fed. Cir. 1996) 
CThe specification acts as a dictionary when it expressly defines terms used in the claims ... [and 
thus], it is the single best guide to the meaning of a disputed term."). Courts have also approved 
of the use of a dictionary to ascertain the ordinary definition of a term, provided that such a 
definition does not contradict a definition found in the patent documents. Id at 1584 n.6. 



Palentspedficatioiisoflencontamwhatarereferredtoas''prefeiTedem^ 
^vbich further serve to illustrate the claimed invention. Although the Court of Appeals for the 
Federal Circuit has held that claims should be read in view of the specification, see, e&. 
Vitrooics, 90 F.3d at 1582. the court has cautioned against artificially limiting the scope of a 
claim to the preferred embodiment. e^TiitmrK Am Tnr v Kee-Vet I^bs., Inc., 887 F2d 
1050, 1053 (Fed Cir. 1989) ("interpreting what is meant by a word in a claim is not to be 
confused with adding an extraneous limitation spearing in the specification.") Cmtemal 
quotation omitted). Jn^r^r' - 197 F.Sd 1377 (Fed. Cir. 1999), the 

Court of Appeals for the Federal Circuit addressed the scope of a court's reliance on "preferred 
embodiments" as part of the intrinsic evidence. In Hafig. ^ plaintifF protested that the court's 
definition limited the claim to the preferred embodiment. Id. at 1382. The Federal Circuit 
replied: 

The usage "preferred" does^not of itself broaden the claims beyond flieir ^pport 
in the specification. The only embodiment described in the [patent] specification 
is the character-based protocol, and the claims were correctly mterpreted as . 

limited thweto. 

a, at 1383 Cmtemal citations omitted); see ^ nmcral Am.Transp CoTp v CTYo-Tiansp./Inc., 
93 F.3d 766. 770 (Fed. Or. 1996) ("This is not just the preferred embodiment of the invention; it 
is the ^ one described.") (emphasis in original); Modine Mfp. C^. v. United States Int'l Trade 
Conmi'n. 75 F.3d 1545. 1551 (Fed. Cir. 1996) (noting that when the "preferred embodiment is 
described as the invention itself, the claims are not entitled to a broader scope than the 
embodiment). 
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B. Prnsecation History 

After examining the claims in light of the specification, a court must review the 
prosecution history, if it has been entered into evidence.' *This history contains the complete 
record of all the proceedings before the Patent and Trademark OfBce, including any express 
representations made by the appHcant regarding the scope of the claims." Vitrorrics. 90 F.3d at 
1582-83 (nfirc e^-.tw.ii T.^>. Tx^r. v ranUnal IG Co.. 54 F.3d 1570, 1576 (Fed Cir. 1995) 
CThe prosecution history limits the interpretation of the claim tenns so as to exclude any 
interpretation that was disclaimed during prosecution.'0). It is appropriate for the court to 
consider not only the changes made during prosecution, but also the reason for the changes. 
Tn^.-Fn^ni Prods.. T^'' TT^iWnl Foam Svs.. Tnc. 906 FJZd 698, 703 (Fed. Cir. 1990) ("[A] 
close examination must be made as to not only what was surrendered, but also the reason for 
such a surrender.") (quotation omitted). ♦The prosecution history limits the interpretation of 
claim terms so as to exclude any interpretation that was disclaimed during prosecution." t 
5;mithwallTech.. 54 F.3d at 1576 (holding that statements made during the prosecution history 
may commit the applicant to a particular meaning for a patent term, which meaning is then 

binding in Utigation). 

C. EYtrinsic Evid_ence 

While a review of the intrinsic evidence will generally resolve any question regarding a 
disputed term, there are times when further information is needed. In those cases, a court may 
properly rely on extrinsic evidence in the fonn of expert opinions, treatises, etc. See Vitronics, 



» In this case, the defendants have attached the prosecution history to their motion and 
therefore, the court will use it in construing the claims. 



90 F.3d at 1583. However, ... cases where the public record unairibigaously describes the 

scope of the patented invention, reliance on any extrinsic evidence is improper." 14 In Key 

PT,.m,.r.P„ticds V. H^moTi Labs. Corp.. the Federal Circuit noted that "[t]his court has made 

strong cautionary statements on the proper use of extrinsic evidence," and further clarified that 

"[w]hat is disapproved of is an attenq)t to use extrinsic evidence to arrive at a claim construction 

that, is clearly at odds with the claim construction mandated by the claims themselves, the written 

description, and the prosecution history, in other words, with the written record of the patent" 

161 F.3d 709, 716 (Fed. Cir. 1998). The Federal Circuit aptly observed the laHonale behind the 

exclusive reUance on intrinsic evidence in the absence of any ambiguities, stating that: 

[tlhe claims, specification, and file history, rather than extrinsic evidence, 
constitute the pubUc record of the patentee's claim, a record on which the pubhc 
is entitled to rely. In other words, competitors are entitled to review the pubhc 
record, apply the established rules of claim construction, ascertain the scope of the . 
patentee's claimed invention and, thus, design around the claimed mvention. 
Allowing the pvibUc record to be altered or changed by extrinsic evidence 
introduced at trial, such as expert testimony, would make this right meanmgless. 

Vitronics, 90F.3datl583 (internal citations omitted); §ee also Southwall Tech., 54 F.3d at 1578 
("A patentee may not proffer an interpretation for the purposes of Utigation that would alter the 
indisputable record consisting of the claims, the specification and the prosecution history, and 
treat the claims as a 'nose of wax.'")- 

m. The '051 Patent 

nie first patent at issue is the '051 patent, which is asserted against defendant eBay only. 

As an initial matter, the parties do not agree as to which terms of the *05 1 patent are in dispute, 
and the court was unable to narrow the Hst of claims and terms disputed. However, because 
most of the claims use the same terms, the court wiU only address claims 1, 12 and 23 in this 



patent, and WghHght the tenns which either of the parties beHeved were in dispute. 
^ qaiml 

An automated method, performed by a computer-based auction system, for enabling a 
seUer to auction a uniquely identified item via the Internet to one or more potential 
buyers, the method comprising: , • j * 

requiring the seller to establish a seUer's account, the seller's account bemg based at 
least on the seller's identity and a financial instrument associated with the seller, 
receiving information from the seUer including a description of an item offered for 

auction by the seller, , . , 

creating a data record containing a description of the item based on the mformation 
received from the seller, the data record connoting an ownership mterest by the 
seller in the itein, the data record being stored in a computerized electronic 
database maintaned by the computer-based auction system; 
generating an identification code to uniquely identify the item; 
scheduling an auction for the item, the auction to be hosted by the computer-based 

auction Systran; , , ,j -j v 

presenting the item for auction to an audience of participants through a worldwide web 
mapping module executing in conjunction with the computerized database, Ihe 
worldwide web mapping module translating information from the data record to a 
hypertext mark up language format for presentation through the Internet; 
receiving bids on the item from participants via the Internet through an auction process 

that executes in conjunction with the computerized database; 
terminating the auction for the item when the auction process encounters 

predetemiined criteria; • • t * ^ 

notifying a wimnng auction participant that the winning auction participant has entered 

a high bid in the auction process; 
providing the unique identification code to the winning auction participant to umquely 

identify the item; and ■ 
charging a fee to the seller's account based on an amount of the high bid. 

*051 patent, coL 20, 1.32 - coL 21, 1.4. 

Many of the disputed claims can be found in this claim, and wiU be addressed in the order 

tiiey appeal. 

1. An automated method, perf ormed bv a comnnter-based auction 
system 

The parties dispute whether this phrase in the claim's preamble means that aU functions 
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of the computer-based auction system occur automaticaUy by an automated process or whether 
jxist the functions thai are specified to automatically occur actually do. Hie plaintiff favors the 

former definition while the defendant seeks the latter. 

"A claim preamble has the import that the claim as a whole suggests for it. If the 
preamble adds no limitations to those in the body of the claim, the preamble is not itself a claim 
limitation and is irrelevant to proper construction of the claim." IMS Tech., Inc. v. Haas 
A,^oi^ation.Inc.. 206 F.3d 1422, 1434 (Fed. Cir. 2000) (internal quotations omitted); accord 
.^pu rn^ p.t.r. Tnc. V Art^rnkte Svs.. Inc.. 234 F.3d 14, 22 (Fed. Cir. 2000). this case, the 
plaintiff seeks this court to import the phrase "automated method, performed by a computer- 
. based auction system" to require that all steps in claim 1 are performed automatically by an 
automated process. Hxe defendant disagrees, arguing that some of the steps must occur mamially 
and therefore, the preamble does not import an additional limitation to the claims. 

•Die defendant ^ears to be correct here. The phrase "automated method, performed hyn 
a computer-based auction system" in the preamble does not necessarily mean that all steps of 
claim 1 take place automatically by an automated method. For example, one step of the claim 
states that the computer system "receiv[es] bids on the item firom participants." '051 patent. coL 
20, L 60. this step must occur manually as participants must enter their bids, and thus cannot 
occur automatically. Furthermore, various steps of the claim include the term "computer-based 
auction system." e^ at col 20. U. 46^7 ^maintained by the computer-based auction 
system"); ii at col. 20. U. 50-5 1 ("the auction to be hosted by the computer-based auction 
system"). Hierefore. this phrase does not "give meaning to a claim" nor does it "properly define 
the invention," and thus, it cannot be imported to limit the claim. 



nxis conclusion is further supported by the language of claim 52? The preamble to claim 
52 similarly reads la]n automated method, performed by a computer-based auction system." Id. 
at col. 26, IL 23-24. In some steps of this claim, the limitation "automatically" appears, 
indicating that the particular step is to occur automatically. See, e&, id, at coL 26. 1. 55 
("automatically auctioning the item for auction..."); at col. 26, L 61 ("automatically 
calculating a Seller's commission..."); id. at col. 26, L 63 ("automatically chargmg the seUer...")- 
Therefore, based on this claim, the temi "automated method" in the preamble does not add any 
forther limitation to the claim. The same rationale holds true for claim 1. Therefore, the term 
"automated method performed by a computer-based auction system* does not require that 
aU steps of claim 1 are automatically performed via an automated process. 
2. Auction 

Tht plaintiff strenuously argues that there is no need to deviate from the ordinary and 
accustomed meaning of the temi auction; a jmy can miderstand what an auction is without 
further clarification from the court. The defendant, on the other hand, feels that the temi must be 
constmed by the court because the plaintiff limited it through Hs written disclosure an^ 

prosecution history. 

As the court must do with all claim constmctions. it initially gives the term auction its 
ordinary and accustomed meaning. Theplamtiff argues that this meaning is a process where 
participants can bid on an item. The court accepts this as the ordinary meaning. Next, the court 
looks to the specification and the prosecution history to determine if the inventor has exhibited 



2 The court is aware that each independent claim is to be read without reference to other 
claims; however, review of this claim provides the court some guidance on the issue. 
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aa intent to deviate fiom the ordinary meaning. The main contention here is whether the inventor 
required that an auction mnst occur over a "trusted network." The defendant spends considerable 
time on this point, addressing numerous instances in the specification and prosecution history 
where the inventor said the benefit of his invention was that it was a trusted network to prevent 
fraud and create the abiUty to speculate. For example, the defendant points to the foUowing 
portions of the specification which it argues serve to Umit the claim to one that occurs over a" 



trusted network: 



To establish a low cost means for a used good and/or consigmnent stores to 
establish a "trusted" conqiuterized maricet for used and collectible goods. '051 
patent, coLl,n.4(M2 

[Tlo provide a trusted network of consignment nodes that act as brokers to 
provide a means to electronically present a used good or collectable' to an 
electronic maricet M. at col. 2, 11. 12-14. 

All consignment node users or operators, hereinafter users, are "trusted" licensees 
or fianchisers of the software and hardware necessary to create and operate a 
consignment node. H;:at coL 2, IL 35-38. 

And local collector's may economically participate in the collectable maricets by 
using local access to a convenient consignment node "trusted" bailey and 
electronically presenting collectable goods to an electromc maricet Id at coL 3, li. 
4-8. 

[W]hile providing a trusted means to assure potential buyers of the good's bona 
fide availability and legal title. H at coL 3, 11. 49-50. 

Each consignment node user may be a firanchisee of a central franchiser and the 
franchiser may poUce the networic to give quahty control, detect fraud and revoke 
the franchises or licenses of poor quality consignment node users. Thus, the 
consignment node is a "trusted" network.... M. at col 4, 11. 55-58. 



3 The inventor uses collectible and collectable interchangeably throughout the patents 

issue. 
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This frame woikoftrasted francMsee, high confidence and accurate niaik • 
database, and the legal finality of the transaction, where the legal transaction/ 
"cash" clearing function is performed by the maiket maker computer, e.g., the 
participant credit card number or other payment means is only revealed and 

brokered by the market maker computer 800, is a massive step toward building 
confidence and tnist between a small collectable merchant and participant with 
electronic transactions. at col. 18, 11. 47-56. 

As the defendant has pointed out, through these and other examples in the specification, the 
inventor did not disclose a person-to-person transaction. Everything disclosed in the '051 patent 
revolved around a trusted intemiediary to present a good to madcet, add valne to the description 
of the item, transfer ownership of the item, and extract a commission based on the sales price. 
The plaintiff cannot now argue that the use of a trusted intermediary is apreferred embodiment 
The Federal Circuit has repeatedly held that 'Vhen the 'preferred embodiment' is described as 
the invention itself the claims are not entitled to a broader scope than that embodiment" 
SciMed. 242 F.3d at 1341 (Fed Cir. 2001) (gnoting Wang Labs.. 197 F3d at 1383). 
Furthennore, "[w]here the specification makes clear that the invention does not include a 
particular feature, that feature is deemed to be outside the reach of the claims of the patent, even 
though the language of the claims, read without reference to the specification, might be. 
considered broad enough to encompass the feature in question." M. In this case, the patent 
teaches away from person-to-person auctions, fevering a system with a tnisted intermediary. As 
such, the plaintiff cannot now argue that the scope of the claims are broader than what is 
disclosed in the specification. Tl^erefore, when the claims are read in li^t of the specification, 
an auction must occur on a trusted networic or with a trusted intermediary. 

In addition to the trusted network portion of the construction of the term auction, the 
defendant seeks additional language which reads as follows: 

12 



A sale on a trusted netwoik at which items are sold one by one, each going to the last and 
highest of a series of competing bidders. The auction is not limited to any particular type 
of auction, such as an EngUsh auction, but may include a double auction, reverse auction. 
Dutch auction, or any other type of auction kaoAvn to persons of skill at the time. 

Defe.' Openmg Briet DkL 159. However, there is nothing in the specification or prosecution 
history that limits the term auction to this definition. There is nothing that requires that items 
must be sold one by one; on the contrary, the specification envisions multiple auctions taking 
placeatatime. '051 patent, coL 11,1L 16-20 ('The consigmnent node auction process itself 
may execute in several instances to provide simultaneous auctions on a consigmnent node. Thus 
a consigmnent node may conduct several simultaneous auctions on several virtual runways."). 
Additionally, there is no requirement that a sale must occur, as an auction may end with no 
participant meeting the reserve price. ii at coL 10. L 63 - coL 11, 1. 6 ('The consigmnent 
node auction program thea compares the highest bid received with the good's reserve price 268 
to detemune whether to transact the sale.... If the highest bid is less than the reserve price the 
consigmnent node auction process amiounces no sale! 272 to the auction participants."). Finally, 
adding ttie limitations regarfing English auctions, double auctions. Dutch auctions and reverse 
auctions will serve no purpose but to confiise the jury. Such a description is not required in the 
constmction of the term auction and is not supported by tiie claim or the specification. 

Therefore, the term auction is construed as a process over a trusted network, or 
with a trusted intermediary, where participants can bid on an item.^ 



* This construction is also applicable to the term "electronic auction" in the '176 patent, 
with the only difference being the electronic auction must occur electromcally, such as over a 
computer. 
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2* Item 

As the parties initially argued the constructioii of this term with respect to the '176 patent, 
the court will address it in section IV A.2 below. 

4. S«>ITer*s accoppf / Reouiring ? seller to cstaMisli a seller^s account, the 
srfler^s account hemP based at least on tbft seller's identity and a 
financial jpstmrnent associated w ith the seller. 

The next term the parties dispute is the tenn seUer's account Contained within this 
dispute are actually two separate disputes: first, the construction of the claim seUer's account and 
second, whether a seller's account must be estabUshed with the seUer's identity and a financial 
instrument 

a. Seller's account 

The plaintiff argues that the term seller's account does not need to be constnied and 
should be given its ordinary and accustomed meaning. In the alternative, the plaintiffe seeks the 
term to be defined as a list of monetary transactions. The defendant disagrees, arguing that based 
on the specification and prosecution history of this patent the term seller's account must be 
defined as an account for receiving, holding, and disbursing fimds. 

TTie defendant points to the prosecution history of the '05 1 patent, specifically a July 28, 
2000 Amendment submitted by the inventor, in order to show that a seller's account must be 
more thanjust a Ust of monetary transactions. S^Defe.' Opening Brie^Dkt 159. Ex. F. In this 
Amendment, the inventor added the "seller's account" limitation to all independent claims of the 
'051 patent in order to circmnvent certain prior art lA^ p.ME0032389. IHis seUer's account, 
the inventor stated, would be charged a fee based on an amount of a winning bid. H at p . 
ME0032390. This court has been unable to locate anything in the prosecution history which 

14 



requires this seller's account to receive, hold, or disburse fonds. Ab account, such as one at a 
local department store, merely keeps track of how much money has been charged, and how much 
has been paid. When an individual purchases an item, it can be charged to the account When 
the person makes a payment on this item, the amount is reduced. This account does not receive, 
hold, or disburse funds, but rather is a list of the monetary transactions conducted by the 
individual who owns the account The same is true with the term seller's account in the '051 
patent Therefore, this court finds that a seUer's account is list of monetary transactions 

associated with the seDer. 

b. T^e quiring a seller to estaMish a seller 's account the seller's 
flpi-nnnf bein g based at least on the seller's identity and a 
fiwflnHfll instmment assnciated with the seBer 

The dispute over this term revolves around whether the seller's account that must be 
established by the seller, is required to be based on the seUer's identity and a financial instrument 
associatedwith the seUer. The plaintiff reUes on the placement of the comma in this phrase, 
arguing that it offsets the requiring portion of the clause from the remainder of the claim 
limitation. However, this court agrees with the defendant who states that based on the language 
of this claim itself, the seUer's account must be based on at least the seller's identity and a 
financial instrument Regardless of the placement of the comma, the concept of this limitation is 
clear. The seller must estabUsh an account and that account must have certain features based on 
the seller's identity. This is supported by the prosecution history surrounding seller's accounts in 
the *051 patent As stated above, the inventor added the term "seUer's account" to the *051 
patent claims in a July 28, 2000 Amendment in order to circumvent prior art In distinguishing 
this seUer's account from the prior art the inventor stated that "requiring a seUer to establish a 
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seUer'saccounthelpsensurethevaUdityaBdidentityoftheseUersusing&^ " . 

Further, establishing a seller's account that can be charged a fee based on an amount of a high 
bid (e.g.. a seller's commission) helps protect &e financial interest of the entity controlling the 
auctionsystem." Defe.' Opening Brie^Dkt 159, Ex. P.?: ME0032391. THerefore, this court 
finds that a seller^s account must be establbhed based at least on the setter's identity and a 
financial instrument associated with the seller. 

5 Th<> data rernrd connoti ny an ownership interest 
Again, this limitation actually has two separately disputed tenns - data record and 
comiotmg an ownership interest As such, the court will address them separately 
a. Data record 

Iheplaintiff states that this term can be given its ordinary and accustomed meaning; 
alternatively, it seeks the term data record to be defined as "a collection of information stored on 
acomputer storage medium wMchwiUcontainadescriptionofthfi item or good being off^ 

for sale through the computer-based auction system" Hie defendant, on the other hand, a^ 
that the ordinary and accustomed meanmg of the term is "a record that contains data fields for 
maintainmg infonnation about a good or item." 

The ordinary and accustomed meaning of this term does not include much of the language 
suggested by the plaintiff such as "stored on a computer storage medium"and "offered for sale 
through the computer-based auction system." Rather, it appears that the plaintiff is attempting to 
add fiuther limitations to this temi which do not exist in its ordinary and accustomed meaning. 
Furthemiore, the specification does not support the addition of these limitations to this term. 
Therefore, the court wiD adopt the defendant's suggested definition and construe the term 
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data record to meai. a record that coBtains data fields for maiBtaining information about a 
good or item. 

b. rnnnnting ownership interest 
TTie dispute here is whether the word "connoting" means suggesting or evidencing. The 
plaintiff argues that the court should construe tHs phrase to mean that the data 
the ownersHp interest by the seller in the item. The defendant maintains that this phrase means 
that the data record evidences the feet that the seller owns all or part of the item to be auctioned. 
For this dispute, the court first notes that the ordinary and accustomed meaning of the word 
"connote" is 'to be associated with or inseparable from as a consequence or concomitant" 
..^.^.w^^^er^. Co l1e.^-:>*e Dictionary 245 (10th ed. 1997).' m support of its position that tiie 
temi means to suggest an ownership interest, the plaintiff points to a portion of the specification 
whidi states that «[i]t is understood ... that the consignment node user is the legal and equitable 
owner of the [good]." '051 patent, col. 4, IL 17-20. The court is at a loss as to how flus portion 
of the specification supports comioting to mean suggesting. It q>pears that Ms portion, along 
with numerous others cited by the defendant.^ s,q)port a stronger construction than mere 



' Throughout the hearing and the briefs submitted by the plaintiff, the plamtiff objected to 
the defendants'lL of a 1984 dictionary to determine the ordinary and accust^ed meaim^ of 
Z t^. arguing that it was out^ted. In order to resolve this issue, the court is usmg a 1997 
dictionary as a reference. 

* See ee. '051 patent, coL 5, U. 41-48 ('Tf the participant elects to take deU very of the 
purchaseffo^tha^ the coxigmnit node may track the dehve^ 

^pSal^particq,ant in a dSTrecord."); i± at coL 12, IL 55-57 ("The consignment node ^en 

o^^ 408 of the good by changing the ownership entry m^e daU record m 
rc^SiXtBodeomegood.'0;i4atcoL12,lL62-65ntisunder^^^^^^ 
r^rd relenting the good is 'locked' during the transfer ownership sub-routine to prevent 
collisions of actions and transfers of the good.")- 
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suggesting these cites support a construction in line with the defendant's proposed definition. 
Therefore, the court construes that term connoting an ownership interest to mean 
evidencing the fact that the seUer owns all or part of the item being anctiohed. 

6. nenerating an identificati n n code to nn ig iirfv identify the item 
The dispute here is over whether a uniquely identified item must be distinguishable from 
anotheritemorallotheritems. Again, the plaintiff seeks the ordinary and accustomed meaning 
of this term to apply, and the court agrees. According to the dictionary, something is unique 
when it is the "only one, sole." MBrriaTn-Webster's Collegiate Dicti onary 1292 (10th ed. 1997). 
As this court is unable to find any language in the claim, specification, or prosecution history 
which indicates the inventor's intent to deviate fiom the ordinary meaning of the term, the court 
wiU apply the ordinary meaning. Hierefore, generating an identification code to imiqudy 
identify the item means that the identification code will uniquely identify the item from all 
other items. 

2. Scheduling an anctiow for the item 
The plaintiff argues that tiiis term should be given its ordinary and accustomed meanmg; 
however, the plaintiff contends fliat based on the preamble of the claim, the auction is scheduled 
automatically. The defendant, on the otiier hand, states that an auction faciHtator and/or tiie 
system places the auction in a schedule of auctions to be conducted. This dispute relates back to 
whether flie "automated computer-based auction system" from flie preamble means tiiat every 
limitation must be automated. As stated above, this is not tiie case. However, the remainder of 
this limitation states that "the auction to be hosted by tiie computer-based auction system." 
When read in its entirety, it appears that the auction is scheduled by the computer-based system 
which hosts the auction. There is nothing in the intrinsic evidence to show tiiat tiie inventor 
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deviated fom this ordinary meainng and mtended for an auc^^^ 

auction Therefore, the court ynO apply the ordinary and accustomed meaning to the term, 
specificaUy that an auction for the item will be scheduled and hosted by the computer- 
based auction system. 

8. Presenting the item fo r auction 
The next term to be construed is "presenting the item for auctioa" The plaintiff seeks 
the ordinary and accustomed meaning of the term to apply, alternatively, that the terai should 
mean to introduce the item or to offer it for view to the pubUc through the computer-based 
auction system. The defendant seeks the following construction: to present a description of the 
item or to offer such description for the item to be auctioned. Hie dispute centere around 
whether the item itself is offered or introduced to the pubUc, or whether a description of the item 
is offered or introduced. This court will not spend considerable time on this issue of semantics. 
Tbe pateat makes clear that along with descriptions of the item to be offered, digital images and 
subjective opinions about the item are also presented. '051 patent, coL 6. IL 26-28 ("Hie 
consignment node takes the first item.to be auctioned and posts the image of the good and the 
good's text record to the participants."); id at coL 4. U. 37-42 r[T]he consigmnent node user 
may again 'add value' to his consigmnent node by entering subjective criteria in the database 
entry for authenticity, condition, special attributes and the like. Hie partidpanl ... may now 
electronically present his [good]...'0. The court sees no reason to confuse the issue by adding its 
own construction to this term. Therefore, the court wiU read this claim to the jury as it 
appears, noting that both a written description and an image of the item is presented. 
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o Worldwide we^ ma ppinP mod nlp translatiiiP information from the 
data record to ? li yperteTt mar V np langnage format for presentation 
♦iirnn gh the Internet 

The next tenn comes fix)m the same limitation as the previous term. The plaintiff seeks 
•Wdwide web mapping module" to be construed as "software operating on the computer-based 
auction system to translate or convert information in the data record fiom a format in which the 
infoimation is maintained in the database into hypertext mark up language for presentation 
through the World Wide Web portion of the Internet Hypertext mark up language is the 
software language used by web browsers to present web pages." The defendant argues that this 
phrase should be construed as "software that executes in combination with the database to 
translate information ftom the data record to HTML." 

The defendant argues that the plaintiff has added a number of limitations to the claim 
which are not in the claim itself nor are they disclosed m the specification. The plaintiff states 
that such language is My siq,portedbyAe specification whichstates«[t]^^ 
conqjuter 800 may have ... database server 806, a wwpage server 810.... A www to database 
mapping 808 module is commercially available fiom Expertelligence, Inc.... Such a mapping 
module may map a ODBC database such as Microsoft Access to a wwwpage." '051 patent, coL 
19,11.6-15. 

■mis court finds that while the plaintiff has imported some additional limitations into the 
claim, the defendant has left some out In reading flie claim language itself the court beUeves 
that it is relatively self-explanatory and that the construction oSertd by the parities do nothing 
but fiirther confiise the term. Thus, the term will be read as is to the juiy; the only addition 
the court wiU make is that hypertext mark up language is software language used by web 
browsers to present web pages. 
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10. Receiving hirts on the item 
The dispute over this term again revolves aioimd whether the receiving of bids must 
occur automatically based on the preamble, or whether an auction facilitator is required. In 
addition, the defendant argues that the auction facilitator and/or system only accepts abid that is 
higher than the previously accepted bid. As with the last term that dealt with this issue, the court 
wiU look to the entire limitation as a whole. Ibis limitation reads as follows: ♦'receiving bids on 
the item from participants via the Internet through an auction process that executes in 
conjunction with the computerized database." JA, at col- 20, U. 60-62. 

First, with respect to the automatic versus auction facilitator argument, as the court stated 
above, the preamble to the claim is not to be imported to each additional limitation contained 
therein. However, as further stated above, the remainder of the claim language suggests to the 
court that the receiving of bids takes place over the computer-based auction system. There is no 
mention^of an auction fadhtalor to receive the bids. Therefore, the court will construe the temi 
'Veceiving bids" as the act of receiving bids (or offers to buy) for a particular item being 
auctioned from participants over the computer-based auction system. 

As for the second limitation suggested by the defendant, that each bid must be higher than 
the next, the court finds that the defendant has misconstrued the term. First, this court notes that 
the only type of auction envisioned by the inventor was one where the higher bids are accepted. 

e^ id, at coL 6, 11. 3 1-42 CThe participants may then respond with a higher bid. The 
consigmnent node mode scans electronically the participants for bids and accepts the highest bid. 
If bids are tied the consignment node may take the first highest bid by the participants log on 
order.... The consigmnent node then posts the higher bid to all the electronic auction 
participants. The consignment node repeats this process until no higher bid is received for a 
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n. 5^52 CThe coosigpmem Bode auction „„>de ti«. scm fte prfcip^ & a higher bids [ric] 
262. ffahigherhidis6m.dto«e»bidi.posted264. I,ism>d«stocdthatth.stepsof 
checking for Hds 260 de.=™in«iftohidisMgh^262aadpostington.whi6>.«Wd264 is 

^eatedunmnoMgherbiasa^i^civ^^. However. d.spiutoani«i».*-is»o-^ 
«,eclairn.specificadoo.orp.o.ecutionhi.tay«bichre.f«xe.tai4ebid.«^ 

behigher .ody««se to. are accepted mustbehigher. Wore, fte court find, tatte 
Mtafi.™ should no. be added to fteccnsttuctionofd»«nn'^viugbidsou«.ei«.o." 

to sum, the term, remvtag bids ou U.e item, shaO be eoBstrued fte act of 
^gbiaa(.r.ire.»..buy)toraparticulari.embeingaucti.ued<romparddp.uts 

over the computer-based auction system. 




,Ttadispmeov..tetemarisesftomtoptaase"predetexnuuedcri.«i." Iheplaiutiff 

a^es to. to claim language suggesU to. to ai.eria must be determined prior to to 
^onoftoan«ion.mdefendan,ontoo.herhan4 states totftiscritedamustb. 

determined beibre to commencement of ±e auction. 

ne court besns with to ordinary and accustomed meaning of to ^ predetermined. 

^Bchmeanstodeterminebeford^ani w.Mrr- ,ro11eyia,eT>i.donaTv 917a0.hed 

1997). -nrereisnothingintoclaimlanpaage which supportstodef^dant-spositiontotto 

i^entor in«nded..de™uftom.his ordinary language. Ontocon.rary.bycombi™^ 

l^guagewithtoreruainder oftolimi.ation.it appears tottoinventorha^indi^^ 
intentionti^toaiteriaisdeterminedbeforeto^-ninationoftoa^tiontotoitena. 
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Furtheimore, of the two cited references to the intrinsic evidence supplied by the defendant, only 
one of them relates to Ibis term. See '051 patent, col. 6, IL 39-42 ("The consigmnent node 
repeats this process unta no higher bid is received for a predetermined amount of time and closes 
the auctioning of that particular good.")- However, this passage from the specification does not 
show th^ the inventor intended to deviate from the language used m the claim. Therefore, this 
court finds that the predetermined criteria is determiBed prior to the termination of the 
auction. 

12. Notifying a winning ai i<-tinn participant 

The defendant contests the plaintiff's suggested construction of this temi because, once 

again, the plaintiff suggests that this occur automatically based on the preamble. As discussed 

above, the "automated method,performed by a computer-based auction system" language of the 

preamble is not imported to the limitations of the claim. Furthermore, there is nothing mthe foil 

limitation itself that suggests that it isfe be done automatically. Finally, this construction is 

further supported by the language in claim 51 which states that the «conq)Uter-in^)lemented 

method ... automatically notif[ies] a wimiing bidder...." '051 patent, coL 25, 1. 56 - coL 26, L 17. 

Therefore, the term, notifying a winning auction participant, wiU simply be read to the 

jury, as is, without additional language indicating the means of the notification. 

13^ rhflr yinp/Debi tin p^ a fee» to tb " *«^Hftr's account based on an amount 
nfthe high bid 

Before this court construes this claim term, the court notes that this term is the focus of 



' Although the limitation in claim 1 only speaks to charging a seUer's account, many 
other clahns refer to charging or debiting the seller's account. As the issu^ mvolved h^ are the 
same for charging and/or debiting a seUer's account, the court will discuss them together. 

* See section B.l below for discussion on the term "fee." 
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the defendant's Motion for Summary Judgment that all claims of the '051 patent are invalid for 
an inadequate written description. In construing this temi. the court states that it is not ruling one 
way or the other on whether the term has an adequate written descriptioa Tte court is merely 
following the legal stq,s required for claims construction in order to deteonine the meaning of 
this limitation. e^ Vitronics. 90 F.3d at 1582 (holding that the fiist step in a Uteral patent 
infiingement case is claim constmction); Markman, 52 F-3d at 976 (same). 

Hie dispute here involves whether a fee is charged to a seller's account or whether the 
system extracts the fee fiom the seller's accomit The plaintiff argues that the ordinary and 
accustomed meaning of the temi charge is to "'record as a debt against a person's name or 

account' to charge a purchase." PL's Reply Br., Dkt 169.Ex.35 (quoting Webster's New World 
Dictionary 239 (2d. College Ed. 1986)). Hie defendant, intum, argues that there is no support 
for charging a fee to the seller's account, but rather the specification discloses the system 
extracting the fee from the sefler's account '051 patent, coL 12. IL 52-55 CMer thf 

transaction cl^ the charge 404. the consignment node credits the consignment node users 
commission account 406 to extract the consignment node tiansaction fee.'O. 

However, this court finds that the inventor did not stray from the ordinary and 
accustomed meaning of the claim temi. One of ordinary skill in the art would not have beUeved 
charging or debiting a fee to a seUer's account would mean to extract a fee fiom that account 
Therefore, the court finds that the ordinary and accustomed meaning of the claim term, to 
record a debt (or charge) against a person's name or account, shaD be applied. 
B. n!iini«8l2 and 23 
The language of claim 12 reads as follows: 

A computer-implemented method of facilitating Internet-based auctions, tiie method 
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comprising: „ ' • t ^ * ■• 

requiriiig a seller to establish a seUer's account. 4he seller's accoimt bemg based at 
least on the seller's identity and a financial instnunent associated with the 
selloT* 

initiating so. Internet-based auction for an item offered by the seUer, and 
debiting the seUer's account for a fee amount conresponding to a result of the 
auctioiL 

'051 patent, coL 23, E 12-21. 
Claim 23 states 

The method of claim 12 wherein debiting the seller's account comprises: 
automatically calculating the fee amount based on a result of the auction; and 
automatically charging the calculated fee amount to the seller's financial mstrument 
associated with the seller's account 

at col 23, L 64 - coL 24, L 3. 

The teims from these claims that the parties contest are "automatically calculating tiie fee 
amount based on a result of the auction,'' -automatically charging the calcinated fee amount to 
the seller's financial instrument associated with the seller's account," and "fee amount.'* With 
respect to the first two disputed terms, this goes back to the dispute over when steps occur 
manually and when they occur automatically, as compared to the limitations in claim 1 for 
example. The court has ahreadydetemimed above that the computer-in?)lemented method does 
notrequirethatalllimitationscontainedwithinthatclaimmustoccurautomatically. However, 
in the case of this claim, the word "automaticall/' appears in each of the limitations. Therefore, 
thecourtfindsthatbothof theIiniitationsindaim23 occur automatically. Tbe defendant 
spears to agree with this conclusion, as is indicated in the chart attached as an appendix to their 
brie^ where it states that «[i]n claims 23, 51 and 52, the fee is automatically calculated." Defe.' 
Rebuttal Br., Dkt. 162, App. p. 18. (emphasis m original). Based on this conclusion, the court 



' Fee amount is also used in claims 24, 25, 26, and 27. 

25 ' 



does not bdieve that furte coiBtraaoii of mese t<ms is warra^ 

With respect to tto .hW disputed term, fee amount the defendant «gues dal it is a 
,ellcfseonm>issionwhichisbasMonap=rcen.ageofthehishMdfiomtheaaetioa Tta 
defendant points toanand«ofa«asinthe specification whete the inventor stated that the 
„asaceHainpercentag.of«.esalesprice.5^^'051pa.en.,coL4,11.30.34C-Iher.siden. 
infonns,h.nserofthexeserv.oroffapticeandsi9Boragr.cstoaconsigmne«cont.actv^fh 
theconsignn.en.nodenser.oacceptfteconsigan.ent.enns,opay.heconsignn^tnoden«^ 
toe sale of the card, for example 6%. of the sales price as a consignment fee."); ii at col 5, IL 
37^1 (Tor each transaction, the consigament node user extracts the small consignment fee. e.g., 
6%of«>esa.esprice.<hustoeconsignmentnodens=rdixecUyhenefitsfiomoperatingarepn.^^^ 

oondgamen.node.n.As™tomostofteclaims.theplah«iffsee*s.heconr,toapplyth. 

oiaiiBiy and accustomed meaning to flns temi. 

While these exoetpts do indicate one embodiment of the fee. dris language is i»t 

,„ffieien.«>devia.eiiomd«oriina,ymeaningof.heclaimlimi.atioalheclaims^ 
f«amonn,isbasedonaresdtofd.e^on.Tl^isnomdication1hat,hisfeemns.b.a 
percentage.mtherthanaflatfeeofsomesor.Fnr,hennore.basedon.hedocfineof claim 
diffe.entiation.thefeeamonntcanno,helimi..dinclaim23.oapercen.agefeebecanseclaim25 
sutesthat-the fee amonntisbasedonap«c«.tageof.he final sales price ofthei.em.-Ii at col. 
24,lL^7,Tbisdoc.rines.a.es.hatn.lhereisp.esnm»itob.adifferenceinmeanir«ands«^ 

whendifferentwordsorphrasesarensedmse^teclaims. To ti» «ctent that the abs»ce of 
snch difference in meaning and scope wonld make a claim snperflnons. tire do^e of claim 

differentiation statestepresumptionthatthedifTerencebetweenclaunsissisnficant-m 
T,,-.- ..,v ^.,r^.nl.hdm.. 199 F.3d 1295. 1302 (Fed Cir. 1999) (quoting laatolSm 
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.hdr«mHgh.of4= specification =^do«no.ov«ridecle«s.^«« of scopemto 

sp.dficadonandfl.epn«ccufionMs.ory.- a (Wema. chatioos on^«ed). Bas=d«aei,^c 
.^dcnc. bcf«= court it docs .ot appear tot «.c applcaa^ of claim differc^^ 

would broadm the claim. 

Addi.ioml)y..hcdcfe^tW«.tfl^tbcf=ea«ountmustboascU«-scom=u^ 

i. dmiWy incon.ct Claim 26 states that "the fee amo»n. represents a seUer's conmdssio....- 
a at coL 24. U. 8-9. For to same reasons disa>ssed above, .he court will not irr^ort an 
^aidonallimitadonintothcte^feeamom^ Uerefore, a fee amount does not have to be a 

seller's commissioiu 

,„„m, .he e.«r.flnas«.a.afee»no,u.tcanbe an, fee which isbased on .he result 
ft. auction, ».d ... necessara, a percen.age fe. or a seller's commWon. 

jV, Ti..>«17fi Patent 

Tl.secondpa.en<a.issuein.hiscaseis.h.-176pa.cntwhichisass«tedagains. 

i.fendan.Mf.comonly.WnIe.hereini.Wlywe,eanumberofclairnsindisp^ 

«„nlyahandfiJa,eleftaft.fcllbriefingford>eMa3»»bearir* Assuch.o.lytennsin 
claimsl.andageneral^esdonreg^gse,uenceofs.epsinclaim3l.7.29,and39^^^ 

addressed by the coviit 
A, Claim 1 
Claim 1 reads as follows: 

A^ethodofscarchingapImaUty of =lecto.nicma.ke,s.o locate anitcm. .he method 
"^Limg a search request for an item fiom an intenet pardoipan. a. . firs, computer; 
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computers in response to the transinitted search request 

•176 patent, coL 20, IL 33-48. 

1. rwfrnnic market 

Tleplaintiff states that 4. cowtshoddEiv.tte«n.teoxdtoaiy ami 30cu^«^ 

as is evid»cedby«hesp.caicadon.Asaxesdt the defendant co^fl«<«» 
ocm«c«oacfWs»«sho«ldl«"attustedBe.«o4™«hiohi.ammaybebough.,s»ld.a«^ 
3«xol»dfcr» iteplabtifldisputestwo aspect offl^defoidanl-spn^edconstrucdan: as.. 
i,theimpositaof*.e-%»s«doe^.o*-lhniWi»n,airfs«oodisthcs«gg«donto^ 
f„i.eo>scanocc«<ma«leo^mcmark.t Tleplam«ffMai,*abstaftheel«^cma*.. 
^5, be able to complete the participsi>fs tmsactioB (i.e, pwchase or sale). 

As «ith aU daims ccistructions, to comt begms by ^ the tenn "electromc 

■peopleoanbuyorsdlgoods^lme. to order*, address .he two is^s raised by the partes, .he 

court loolis to die spedfication and prosecution history. 

Tlecow.hasprevio«s!yde.«nnnedthefirs.issue.whethertheelec^oma.ke.»us.be 

a^tednet^rt The specification for the "l 76 pa«n. is the same as tha. form. -051 pat»t 
Theinventor-sfatendontocrea.eanetwo,kofti.stedconsignmen.nodesisclearftomfl.e 
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spedfication.Tlx.inventorcamotb.ciclaimawayftomwhalteh«sdisclosrf ' . 

brMtoliskveoSon. Wore, as s«»im«<=ti«n HLAJ above, the court find. a«t the 

dectroiic madcet must be a traked netwoit 

As to the secori issae, the cowl does «ot firf a,OTOrt in the mtiinrfc evida«» to ^ 

a^d,eelectrodcma4etoon.pl«eatransactioal«£^thespedficationteach.. 
tetcuiiem^xt Thespecificaaoaeovisions an»be.of modes in^hichfheinvendon can 
occ»i,notaUofwbichr«p»ieacon>pletedtmnsaction. F«rexanvle.intheAgeDlmode,a 

prfcipant may search the database for past transactions. '176 paten., col. 7, U. 37^2 ("An 
Agent may also scarchtheconsignmentnod. database of past transactionstoidentier the o™= 

ofaparticulargood. The Agort may then report that the John Doe of Main Street, U.S.^ was 
tolastknownpnrchas«ofal872U.S.p=myfiomtheDenverMinlattenode.-0. Another 

example is in the At^don mode where partidpsnt, are able fc. merely browse 8X>ds for sale Sse 
i4a.col.6.U. I1.14C-Moreover,agoodfhatisidenSfiedasawaitinganauctionda.emaybe 
viewcdheforeauctioninftecomignmentnodeb«.wsemodebyaperspectivealiction 
paricipant"). FnrftemKm,thespecificationdiscusscstheabimyofabuyerandseUer<o 

speculate on an item. witho« actually convicting a sale. Sss ii a. coU, 11. 65-«7 CTo 
^.^blishamarket for goods withadominantelectromc-mari^tmaka- node to allow cone^^ 

,ospcculateonthecoUcctablegoodsmark.t^.h.alloftheseinstances.a.ransactionisnot 
completed. Therrfore. based on the inventor's intent to provide participants with a number of 
<^„ns.hehasc.eated». expanded definitionofftetennelectronicmartet AssuAfte 
pbintiff cannot now claim thai the term h^amorelMted definition. Thus. ba«donthe 

to^r-s clear intentto aUow ua.rs.obuy. sell, search andbrowse for items inthe dec«»ic 
^ the court finds tf«t the completion of a tnmsaction between buyer and seBer is not 
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required- 

In sun, electronic market is construed as a trusted network or system where 
participants can boy, sell, search or browse goods online. 
2. Item 

i,smgl=rfcl.arm*maconectionor.s=tofa4Wdigi.s.bi.s.o.ch^c.aswhiohis 
^a.a»mtandoonv^asu>gle>mitofi*rmafio^ S^inen«affi!a»C»ge 

0^722 (3d ed 1993) andM^j M lPi'" r,.n f^M^tifr^dT«:M^TenB, 

(5aedl994).ll«drfendan,.rgu«to.««pl3Mffffl«-tMtthe«=nnite«.toagc^ 

an^h«=infl.e claims spcdfioaaon. o,pn>secutioahi«onr. anda^fo^ 

^eamngoftounnmustbeused. Theplamtfffotj«.s.ax^gto.i.Uclearfiom4e 

^catotoit^rnksomescatofgoodthaJisavailableforpaicte^ 

mile fliere is no «plicit language which defines an item as a good for sale, to tenns 
itea-andgoodarensedinterchangeablyintosp^ifieaaon. Ss^S^=-n6patent. 0011,11.23- 

25 rCertain i«ms and nsed goods have a large Mowing of coUeotors."); ii at col 2, 1 9-10 
CWEOodoreollec,.^Ieitem,..^•.ii.tcoL2.1L 38-44 CTl.-.tonetwo*p™v^^ 
„eansfbrconsignmentnodeuse«,e.g.shopkeep«s.toes.ablisbeleetronicn>a^^ 
eoUectable goods. estabHsh eleom^nc aucdons. establish a means for scabbing eae^ 

to looate hard to find coUectibles [sic] items, and a means to electronically present goods » a 
^Aetl. The defendant, however, contends that there is also language in the specification 

mdicadngthatanitemcanalsobeanop.ion.*««re.orderivadvc. S^ii at col. 20, 11.19-25 0. 
i^al^withinthe scope to .hepresentinventiontocreatetoliqmdity,votae and availab^^^ 
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eortncts and ofte speculative be coated wi«. the «Bderlymg assets as collectable 

goodsmthe electtomcmaAetplace of ae present mveodoO. However, it does notawearW 

fte ifveator i,vt«»ied optioa or fbt^ contracts to be items or goods for sale - rate it ^ 
fl>atlHswo»ldbeanundetiyii.gaspectofthemainpu,poseoftbeinvenaon. Herefore. this 
court finds that it is clear ftom the lan^e of the specification, as well as the clains themsdves, 

that the item to be searched for is a good. 

Tto conclusion is not upset by the language in clahn 41, whidi reads m its enti«^^ 

method of claim 29 wherein fte ftem being searched for comprises goods, services, collectables, 
or.«™binationth«of.- a a. col 23. IL 44^. Tie docbineofclaim differentiation does not 

render this court's construction of item as a good impn,per. as the doctrine cannot "serve 1» 
ir„adend«claimsbe^fbeirme.ning,nUghtof.hespedficafic,.-Taro.l99F.3da.l^^^ 

tothiscase,claim41addsfiBtherlimitationstowhatisclaim=d.specificaBytoanitem^ 
alsobeasovice or coUecnmtoadditiontoagoodWor^ftecomt concludes thatitemis 

a good. 

Thenext<n.estioniswheth.ritemmustbe.goodfcrsal.. As discussed above. d.«e are 
^any instances ir. the specification which allow for pardcipants to search, browse, an^ 
onitems which a-cnot necessarily for sale. Thereforcthetermitem simply m.«.s.g«HL 

Thepardes disagree over whete .he method claims of claims 1.7,29.and39re<nnrea« 
..eps,obeperform«din.hese,u=ncexedtedby.heorderofthelhnitati«^Tl.edefendan, 

argues that based on the ordinary meaning of the claim language, the steps must occur in the 
se<^encelistel mplain.iffbalksa.this idea, ar^g that theFederalCircuithasrepeat^^ 
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h.ldll«t Wesstestepsofamea>odactu3Byn=dl.a.order>esteps«notordi^ • 
coBStmedtoreqm^™." T^tOT ^rt iw Gift Vm^ v" ron^^aV^'A'?-. 256F3d 1323. 
1342 (Fed Ol. 2001); ^ nl " r-rT-|---t-r-^'- ^"''"■''■V- USf.Qid 1941, 

2000 WL297814,.17 CND.ni la.. 19.2001) (citi^ F ip T.,1Tnh^ l ,c y Tficlrt 

739 F.2d 604. 614 (Frf. Or. 1984) CH« S»»l « """^ " 

^„i^«lorde^ofperfom.a^.^. macftepbmtifffa ootr«.mitsmt=q^tionofFcderf 
Cir^ttaw.Kis i^ini,s^Uc.d<m«.«oclai^ at issue, B3S«ion«» 
0biml.i.appea.BMfl«reisa=p=cifico,todic.alcdWthed3to. For example ead. of the 

it^ustoconraSerfl^p^viousMtaaoB. E is nonsensical to re^ the claim ,.yote«ay. 
aain.7,also has language which cv«t more e^Ucitlydetailstospecifirforto." Therefore, 

fte limitadons of dahffi 1 and 7^ to be performed in ft. order listed. 

AS for claims 29 and 39. the language is notas clear as to dictate anorder. These clahns 



read as follows: 



>o Claim 7 reads in its entirety. 

A method for searching a ptaiality of electronic maAets tor an iton, the mediod 

^eit^mr^^of,heothere,ec.ronicmar.et3asearchres«ltinrespons. 
to the transmitted search request. 



me patent, col. 21, IL 4-15. 
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29 A computer-implemented method of searching for an item in a plnraUty of electrode 
^eS™tedbyacomputernetwotk,eachelectromcmarkethavmga^ 

associated data repositoiy, the method compnang: 
receivmg input identifying an item; and 
S^ctilgTsoftware search agenttosearchfor the it«no^ 

in the respective data repositories of one or more of the electiomc markets. 

*176 patent, col. 22, 11. 60-67. 

^0 Th*' method of claim 37 fiDrtherconq)rising: 

^Ssearchresults from one or more electronic markets that was searchedby 

the software search agent; and 
displaying the search results to the human user on the first computer. 

14 at coL 23,11. 35-40. 

Neither of these claims appears to dictate an order in away simibr to claims 1 and 7. 
While the defendant argues that the specific choice ofthe words "an item" and^^ 
claim29 indicate that the first st^ must occurbefore the secondstep.t^^ 
theFederalCixomt'sholdings that the "steps ofamethodactuaUy^^^^ fcteractive 
GiaBc^ 256 F.3d at 1342. Therefore, the court determines that while claims 1 and 74o 
recite an order of steps to be performed, claims 29 and 39 do not 
V. ThA 'IfiS Patent 

Tte third patent at issue, the *265 patent, is alleged to be infringed by all three 
defendants. There are a number of terms in dispute in this patent, including a ^^^^ 

plus-flmction claims. order to ea^yaddress these claims, thecoma 
claimsconsmrctionofmeans-plus-fimctionclaims. m court will then move on to the claims 
that contain disputed temis, which in this case includes claims 1, 2, 8, 15. 23, 26, and 27. 

^ Mt^ans-Plus- T?""''*^"" Claims 

Section 1 12. paragr^h 6 of Title 35 provides that 

[a]n element in a claim for a combination may be expressed as a means or step in 
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ST^S described in spedfi««i<«. and eqmvalents fl.er»£ 
35Ui.C4U2, 16. In oter words, this section-ope^testorestio. claim liniWion^drafled 

suchfincdcnallanguage.oO>oses.rucmre...na,eriab.oractsdi^lo..^ 
,heire,dvaieo.s)tha.perfo:m±edaimeditoctio.»Ite^i4M^i^^ 
y^^^j^^j^^^j^^Ui,^^^ m«a.e»™s.q» 
fl^ a court must undertake in construing a meam-plus-function claim. 

Thefirststop is to determine wheth^ the element falls under secdon 112.paragr^6. 
The Federal Circuit has held d^ the use of the word "me^.s- a presumption m tbds 

s^donapplies. Sait Tins presumption can be rebutted by 0^ intrinsic or extrinsic evid^ce; 
however.-Uefbcus remains onwhether^eclaimasproperiycouslruedredtessuffidcn^ 

definite strucUae to avoid the ambit of § 112, 1 6." li at 704.. 

K4e court detenninesthataclaimcontainsameans-plus-fimction element, die second 

^,e^.hecou.t«.consnltthespecifioadoninordertoccnstmethebreadthof<hedata. 

S^BS1^20«F3datl429.30. The court mayno.broad«r the means-plns-tactian 

elementtoanymeansforperformingaitac.ion.»>rmay it limit .heelema.byadop.inga 

faction differen.fiom.h..«.pUcitly,«i.»lin declaim. S^i&aQ^uaLltexfi!^ 
H^jaa^ 194 F.3d 1250, 1258 (Fed. Cir. 1999); 1 Mtr.m Co ^. v Be^mor^ Inc. 939 
F.2d 1533, 1536 (Fed. Cir. 1991). 

B, QataLl 

Claim 1 provides for 
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commimicatmgwua b<u j r ^ compnsmg; 

means for transferrmg fimos to a user oi saia s,yai»ii, ' . „ 
^dtal image meL for creating a digital image of a good for sale, 
aust interflce for receiving textual infomiaton from auser, 



a bar code scanner 
a bar code printer, 



a computer loeaUy "Tf^V^^^ derice and said commmcaSons 

^iT^Xt for goods via said communication means, store said trackmg 

S^tC^eStforg^ 

a bar code from said tiacldng number on said bar code prmter. 

'265 patent, col. 20, U. 23-59. 

1. Tvyfarlfp^f for goods" 
Uepldnffia3kstoco^toapplytoorfiBaxyaodaccm.on.edm«ning.otete^ 

^apUcwhe«i.e™orgocd.may^bo.gW3ndsold(=.g.,hc«,teoutJ>awide,x« 
,o«™^.aSonort«o*suchasfl>em«me.).Tl.edefcndanUo«~.U>topropo«d 

oo^tioB^d s»gg«tthc fonowingtatead: a .rusted n«wark who. movaUc personal 
p„p«.yisbo»gh,aMsold T^n^^^^tebcmeenfl^epartes involve. a>e«.«d««,a± 

.g„„^twMoh.heoo.rthasad*e,sedm«ieotot«opaten.aa,is»e«thiscase.-Asthe 



Tie defeadants group this tam will, tenn "market ^paratus" 6om olaim 8. 
Tie spedfication for the "265 patent is essentially <^ s^e asfl^ for the "05 1 and 
.,76 patents, ^afl three patents a«,se torn the same ongmal ■CTl^cahon. 
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couxthashel^ the iBventoreavisionedatrustednetworkto avoid 
txansactioBS. Tlie tmsted aspect of his mveation was not Wely a preferred emboto^^ 
plaintiff arsues. it was the focus of his inveatioa. As the Federal Circuit has hdd. 'Vhen the 
•preferred embodiment' is described as the invention itself; the claims are not entitled to a 
broader scope thantiiat embodiment" ScM^Iif^ 

197 F.3d at 1383). Therefore, for the reasons stated above, the court finds that the market 
for goods is a trusted network where items or goods may be bought and sold. 

2, Por"^n* Hearing ^"-^r,. fnr i^rocessinfr a purcbase request from said 
purchase 

The plaintiff seeks to define this temi as a computer system that accepts electiomc 
payment informationfromapaxticipant, such as acreditcardnumber,^ 
number and clears the paymentby charging the credit card number, e-money or debh^^^ 

number via an interface to an external clearingnetworkor debits thepayment^^^^ 

fiom an account that is accessible by the system, and any structural univalents thereo£ Tlxe 
defendants, on the oflier hand, seek the following definition: 

Ibis limitation covers the foUowing disclosed structures, and ^^^^^^ ^ 
Processing a purchase request from the purchaser, a general purpose compute 
Jr^^i^^erform steps 268. 270 of Fig. 4. or a general purpose comput^ 
programmcu lu p *- ^.^^ .-p- ^ j ^ transaction processor 812, as m Fig. 

^■^AteT^ving a pmchase request and payment ftom a partapant, cleanng to 
o?^£^^eby^g.b. data record ofthegood«> reflect thci^wovmer*^ 
of the good. 

Defe.' Opening Br., DkL 159. 

As this is a means-plus-function element, the court must first look to whether this falls 
undersectionll2paragraph6.Becausetheword«means"ispresent,there^^ 
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presmnptionthatthisfaUswithmthestatute. TT,e defendants have not offered any evidence to 
rebut tHspresuniption and the court finds that the claim does not W[]stmc^^ 
perform the recited function." teo^hemicd, 194F.3dat 1257. Hierefore. the court vnll 
construe it as a means-plus-function clainL 

The second step is to look to the specification to determine the breadth of the claim. 
Here, the plaintiff has offered a number of citations to the specification to support their 
definition. See, '265 patent. coL 5,11.348 ("The participant ... may decide to purchase the 
[item]. The participant may present electronic payment to the consignment node.by entering a 
credit card number and expiration date or other fomis of electronic payment. ... The consignment 
node may.for example, clear the transactionby charging theparticipant'sch^^ 

by weU-lmown credit card clearing techniques.'0; i4 at col. 12. U. 37-4^ 

step is used to clear theparticipant consignment node transaction. It is und^^^^ 

be via an external credit card clearing network, a comiection to a credit account, or through one 

of the many proposed electronic funds transfer schanes such as debit cards, e-money and 

clearinghouses."); id, at Figs. 7, 9, and 12. . 

Tte main issue between the parties with respect to this claim term is whether or not the 
limitationmustalsotransferownershipofthegood. lUe defendants cite to a mmiber of 
instances in the specification where payment is made and transfer of o^ership occurs. 
However, the court notes that in claims 8 and 1 5. for example, the inventor discloses separate 
steps ofclearingpayment and thentransferringownership, while incl^ 
payment is discussed. From this it appears to the court that when the inventor chose t^ 

ownership as a step in the claim, he expUciUy included that step. Claim 1 lacks that step. 
Paragraph 6 of section 1 12 "does not permit limitation of a means-plus-functi^^ 
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adopting a functioa different from that expliciay recited in the claim. Nor does the statute pennit 

incorporation of structure from the ^vritten descriptiou beyond that necessary to perform the 

claimed function." Minm Chemical. 194 FJd at 1258. In this case, the inventor claimed a 

Vyment dearing means forprocessingapurchase request from said puxchas^^^^ 

did not include transferring o^ership in this claim, and thus, the court camxot incorporate that 

function into the claim. Therefore, the co^rt^adoptlhepl^^^ 

for this term, >vhid. is a computer system that accepts electronic payment information from 

a participant, such as a credit card number, emoney or a debit account number and clears 

thepayment by charging tiie credit cardnumber.e-money or debit account number via an 

interface to an external clearing network or debits the payment account amount from an 
account tiiat is accessible by the system, and any structural equivalents tiiereof. 

3^ no.oH... mes^n. fH- ""'^ tracking ^nid d.t. record of said good 

for sale 

Whae tte tem. is ^ot in dispute, the plaintiff urges this »utt to construe it because it is . 
Means-plusl&notionclain. The parties agree that the function to be perfonned is stoiing and 
ttaddng a data record of a good for sale, and that the correspondhg structures include a database, 
a relational database, a plurality of databases, and any s.ruc»ral equivalents thereof! As such, fl.e 

court will apply this constmction to this claim term. 

4^ n .ic^tin.. me^-c fn, .nTnn,i.nicatiur with snid system to accept 

taid data re* '"'-'^ said good 

As with the last tema, the defendants no longer dispute the constmction of this temt As 
such, the construction agreed to by theparties. for wMch this court finds sufBdent^^^ 

networkcard operating with networking software, a modem operating with networking software, 
and any structoxal equivalents tiiereof for communicating with the system 
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of a good 

p.yn,>n« means f"- >r<,..f|.rriM « of »»W "^fe" 

Similrfy.flxereisnotos^adisputeowfhistemL Tterfbre. the comt adopts Ibe 
plafatiff s p«.pos«l defcidon which ocmn«s Ms tem. as an automated system that tnmsmits 
elatomMlly to a aser, and any stmotmal eqmvaleiits thereot 

Tlceo«tnotesthatthisisanothermeans.plus.fcnc.ione.ancnt As the woM "means" is 
p^ent,andthe,cisn.redt^s.n^^ci«,t.operfom>th.,eci.ed*mcti».th.»^ 
totteclaimdoes ialw>ders=cdonll2.pa«g.^h6.Thns.the first step is to definethe 
ita^„ntobep=*m>ed,wMohintbiscaseiscrcatingadigitalimageofagoodfbrsale. 
3econdstcpisv*.,ethepartcsdis.^;sp«ificaUy.toplaintiffsta.es.haton.ofthe 
c„..«p<mdings^tu,esshoaldheanimscrcpository, while the dcftada^ 
druotuie camwt peifonn fte daimed toetion of creating a digi« 

He plaintiff has offered a nnmber of cites to the specification to support its argam«.t that 
an imagerepodtoryshouldhe included as aco-respondingstmcone. &S. S*. patent. coL 
15, IL 28-37 Clt fa tmdeistood mat other input devices such as scanners and the like maybe 
^Minplaceofthedigitalcamer^ Tl. image process module 702 may convert the digital 
picture.oacompr.sseddatafonna,suchasJPEGorMPBG.more suitable forcomm^icationof 
toimageacross.da.aBnt...lherecordmakerroutine704maydispUytheimageoranow,he 
^er to select animageflom storage unit710."). 11.0 defendants concedethatthespecificaticn 
does saytehowev=r,they argue that selecting animagelh>mas.arageunft or imagereposit^ 

isnotcreatingtedi^talimage. Ms court agrees. Selecting a digital image and creating a 
digi^Iimag. aretwo different fimcdons. AS .heplaintiirhasarguedwithearUermeans.plus- 
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writteudescripao.wHchUno.n=ces«.ytop«fom>tecIatoedfuuction. S^fesfi«aL 

W FJd a. 1258. Therefore, the comi tods that only digital cam«^ digital scaB-ers ^ 
U.eir structural equival^..^ are tl..c.n..po.dii.gs«.cm«s..cr.at.adig.talim.ge.fa 

good for sale. 




Tlcrearetwocto Mtatious that a« to diapute .hat start «i1h the phrase -compctcr 
,„eaaycomecte4-v«chisfl»mainareaofdisp«.ein1heconstn.ctionof^ Tl« 
pUiBtiffsedcs to define flus tenn as a connected via a local networting S3«te^ 
defendantsniscthatteco,npu.erm»«belocallyconnec.eda.apartcularloca.ion. 

TTxe court beens by flying the onW and accustomed meaning to the t«m "locally 
^ed." Asfl.eo,din^meauingcfthistennisnotirnn^atelyevidentSom.hcclaiu. 
,^^gei.scli;thccourttu™toftesped£ca.ionforclarificada..Bapp.arsd^whilcto 
i,v„.ordidenvisionlow^stpostin8tenmnalsphysicaUylocatcdandconn.c.edto.h^ 
sttuc«esHstedin.h.clain.s,healsodisclosedtheuseofnetwoAconn.ctingpardcipant 

.e^als. S^-265patc.,r.gs.landl2. Based on fl.eae disclosures, the court eanno. now 
Mfl^eclairnton^anonlylobBy connected computes atapaxticuiarlocadoa Therefore, t^^ 

crtadoptstheplaintiffs suggests ddlnition and finds that a c-ptHer locaDy co«...ted 

can be a computer connected via a local networking system. 

8. npnerate a Hatfl record 
Iledispu.eover.lristenninvolves.ha.infonnationmus.beincludedin.hcda.areco,d. 

Thede6.dan.sargue«ba.ada.arecordcontainsda^fieldswWchmustbecapab,eofinduding 
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Mtii« to olaim W on <me prrfearf embodiment ftom the specification. 

Tlecomtbeginsbyassigd^gtheoniinaiymeamngtothetcnnaatarecord.*^ 

co.rtla.de.enmn=di.relatrfinfonnattonordaUi«m.storedinon.ormo«da.3fi^ 

a,^. TOsi.funyswcrt=dbyfhedictiona,ydefimaonsoffe^bybott.parfes. S^^ 

-„ „ ^ r„^.,.„nicdonarvl03(9fl.ed.2001) CTnadatabasemanagemen. 

p„,^acomp.ete»nhofxeU.^da.ai.em.sWinnameddaUfield.^:lfe!asn!^^ 
Bj^(16d.ed)raoompon=nt.fadalabasefflecon«iningoneormox.fields.fda.a.r 

infonnation"). 

ttecooxtnownn».tote^cato«.<i=tcnnineifteinvenu.hasde™tedflom 
«,^meaning.Whilciti..™.tba.th.ia™.cridcntificdanmrf>e,o£fieiaa.h,. 

^sho^ldbc capablcof containing, such as adigitalimage. ownership infennation. price 
infbnnadon,e«,^inv»Wdidno,explidUysU««>ataUda^r.cordsmns.conUin.Uofte 
infonnario. He merely offeredaprefmedembodimemofwhatadata^cordiscapible of 

ecnuining. Therefore, a.e conr. does not agree ,1* .he defendant' suggested consUn^ 
and holds that the t«m data record shaU be giveo its ordinary meaning, »hich is reUted 
information or data items stored in one or more data fields on a database. 

^ T„„.f>r.aid d.t| . "-"rJ In the marVft for f oodj via said 
pnTnmuDica tions means 
Wift respect to this tenn. the parties disagree as to whette ft. data record that is 

Werredmns.be storedonthccompnter-slocal storage device. Th.defcndantsargae.ha.it 
does, while .hcplain.iffargoesftatthereis.othingind..claimbrspeci£ca.ioatosngg«.to 
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requirement However, based on the court's earUer construction of "computer locaUy 

connected," the defendants are correct. When the entire ciaim limitation is read as a whole, there 

is no question that the data record must come from the computer's storage device. The 

appUcable Imes of this limitation state that the system comprises "a computer locally connected 

to ... said storage device..., said computer adapted to ... store said data record on said storage 

device, [and] transfer said data record to the market for goods via said communication means.'* 

'265 patent, col. 20. 11. 43-54. Based on the court's earlier construction that a computer locally 

connected may be connected via a local network, the transferring of the data record fiom the 

local storage device may also occur via a local network. Therefore, the court adopts the 

defendants' proposed definition for this term, and finds that the data record that is 

transferred must come from the data records stored on the computer's local storage device. 

10. Receive a tra ckin g number fnr said go od for sale from the market for 
goods via said commn nioations means 

The defendants seek to impose a temporal limitation in this claim term, an act the 

plaintiff strenuously opposes. Specifically, the defendants offer the following proposed 

definition for this term: -receive a unique number/code firom the madcet for goods over the 

communications connection between the market and the computer upon successfiil posting of the 

good for sale for the purposes of tracking the good in the market" Defe.' Opening Briet Dkt 

159. The defendants offer a number of citations to the specification as support for this limitation; 

however, upon carefiil review by this court, the defendants' citations do not indicate that the 

inventor intended to deviate fiom the ordinary and accustomed meaning of the term. There is no 

explicit indication that the inventor intended to include a temporal limitation into this claim term. 

Therefore, the court finds that the definition of this term shaU be ^receive a unique 
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.™ber/codefr«mfl.e.narketf.r goods vU the c.mmunic.«.».mea.sf.rfl.ep™p~^ 

tracking tte good in the market 

11^ St^^^ coiH t..nlrix.^ number frnm tTin miriret for poods in said data 
rprnrd on sg ''^ storage device 

Siimlarlytosection9abov=,mepai1iesdi^utewh^(hotraddngnmri^^ 
^«,tatoda.arecardatthclocaBycomeo,eds.o«g=«nit. A. fte court discu^ above. (ho 
l^cffl,ecUmtenataelfis.uffici=.^.ore.olvetodispute. Specifically, to relevant 

portion of this limitation claims 

:^£""fi^rSSfoxgocd.insaiddata,ecardo.saids««gcdcv.c. 
•265 paU.t,coL 20. n. 43.57. Based o-a-etenm previously cnsTo^l, the eoortagr^s that 

4e...cld.g,.«n*.ri.su,redi. are data record a. .be locally couBeeted storage™*. 

where the local connectioa may be via a local network. 




tottds final .enutobecoustrued torn daimUftepartiea dispute whe«.« the bar co^ 
to,isprin.edcomcslh=mto.ameteddnEnun*errecdved4cmtema4e.for goods, or 
whe.herto«=kingnu^beris.hesou:ceof.hcbarcode.ha.isprintel Ibe court finds these 

a^gunieats indisto^le. H.. claim c,«,rly states flrat the bar c«ie Is printed from the 
racking number which hashes, received from the market mere is no need to f«ra.«: 



construe the claim. 



» lie conrt has defined "commmiication means" in section B.4 above. 
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C Qaiml 

aaim 2, which is dependent on claim 1, states 

The system of claim 1 wherein said textual description received ftom said ^« 
interface includes a sale price for said good for sale, wherdn said computer a<^ted to 
wS^SdLrecordLh^conveyingabindingofferforsale^ 

price from said computer to said market 
«265 patent, col. 20. 11. 60^. The only disputed tema in this claim is binding offer for sale of 
said good. THe plaintiff argues that the temi shouldbe defined as an obUgationto seU the good, 
whereas the defendants sugge^ the definition should be an offer to sell a good at a particular 
price such that the seller mu^seU the goodifabuyer agrees to purchase the good at the offered 

price. 

As with all claims, the court first looks to the ordinary and accustomed meaning of the 
temi. In this case, the court deteanines that the ordinary meaning ofabmdingoffe^ 
the definition proposed by the plaintiff. Hie inventor has not deviated firom this ordmary 
nieaning in the specification or prosecution hi^ of the patent Furthermore, the defendants 
pxoposed definition incorporates other elements firom the claim itself The 1^^^ 
states that the "said computer adapted to transfer said data record furflier conveying a bin<fing 
offer for sale of said good at said price from said computer to said market" Id (emphasis 
added). To substitute the defendants' proposed definitioninplace of "abindi^ 

naakes the claim illogical and redundant Therefore, the court will adopt the plaintilTs 
definition, an obUgation to sefl the good, as the ordinary meaning of the term. 

D. aaim 8 

Claim 8 claims 

A market apparatiis for the use with a posting terminal ^parate. said posting 
terminaf^^tS^^vingmeansforcreatingadi 
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creatinfi a data record of said good for sale, a tracking number printer means a tracking 
^isclermeansandmL^forcoinmumcatingtosaidmarketapparatus,^ ,• 

"^rSo^TSorcommunicatingwiththe^^^^^ 
aSXpost corrununications handler operablycoimected to s^^ 
mXaidconHnunications handler receivingadatar^^^ 
from the posting terminal apparatus, said commumcations handler detectn^ a 
pr^eSnedposting terminal apparatus identification 
?emunal ^paiatus and verii^ fiom said code fliatthepostngtemmial 

annaratus is an authorized user of said maiket apparatus; 
a sto^S:^ operably comiected to said post/de-post handler, said storage device 
' ''°XS^o re^-e L store said data record of a good for sale said da^ r^rd 

Siinng an image of said good for sale and a textual descnption of said good 

a pref^^on mapping module operably comiected to said storage device ^ a wide 
^ ^ommMonmt^oA, said presentation m^mg module providmg via 
SI Xra^mmumcations network an interfece to sddmarkrtap^^ 
a plSt^ant, said presentation mapping module providmg ^a^d Parb"pant w^fti 
a^s to saik data record textural description and said miage of said good for 

a traitciion processor operaWy connected to said wide area communication netwo^ 

'"^fs'd^onigede^ce.sddtransactionproc^^^ 

request andpayment means from said participant, clear saidpurdiaseiequ^t aad 
pa^^ltm^dif saidpayment means cle^tot^^^ 
saiTgood for sale by modifying said data record of said good for sale to reflect the 
new ownership of said good for sale by said participant; and 

a noSrmeai operably comiected to said transaction P™. 

ZZs notifying L posting terminal apparatus in reqK)nse to said toumction 
prS™LinVownLhip of said good for sale denoting with a finahty of 
transaction said new ownership of said good. 

♦265 patent, coL 21, 11. 14-60. 

1. MarVft apparatus 
ttefiirttennteplai.aff seeks tob= conned in daimSis-taaikd Tte 

nemorkwhe« movable personal property i.bou^ and so!i» For fl.er..so.ss..«diB 
section V3.1, d.e eonrt agrees <h. defendants and flnds .ha. a market appu^tns is . 
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trusted network or system where items or goods are bought and sold. 

2^ Tr^fkin y numh t^r printer mea ns/Tracking number scanner means 
There are two issues suirounding these two tenns. Fiist, the court must decide whether 
this is a means-plus-function claim. While the tenn "means" is present, it does not define a 
function that will be performed. The plaintiff cont«ids that the fimction is printing a tracking 
number, however, that function is not apparent fix>m the language of the claim. It appears to this 
court that this claim element is a stnictuie claim rather than a means-plus-fimction claim and as 
such, section 112, paragraph 6 does not q^ply. See PfTSonaHzed Media Communications, 161 
F3d at 703-05. 

The second, and more important issue surrounding the construction of this claim element, 
is whether or not the tracking number is received ftom the market apparatus. The defendants 
contend that such a limitation is required, while the plaintiff argues that the defendants' 
imposition of this additional limitation is inq,ioper. However, the only tracking number or code 
the mventor disclosed was one that was received from the market during the posting sequence. 

e^ -265 patent, coL IQ, U. 21-29 (Tf the record is verified 212 as complete enough to 
commit to the consignment node database, a data record is created 214 and Knked into the 
consignment node database. Tlie consigmnent node program then generates and prints a bar code 
21 6 that indicated the data record. The bar code system is used by the consigmnent node to 
maintain an accurate inventory and is a hook for local sales.... The posting routine may then exit 
218and return from theposting program."); id at coL 16, IL 8-11 ('The code field 948 displays 
the bar code data in text form that the market maker computer 900 sends to the posting temiinal 
700 when arecord is successfiilly posted."). Therefore, this court finds that the tracking 
number is the one that has been received from the market 
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3^ Mpan^i for coim"""i'-««nP *<» sai»1 market apparatus 
Whfle this term is not in dispute, the plaintiff urges this court to 
means-pliis-function claim. Hie parties agree that the function to be perfoimed is 
commumcatingtosaidmarket apparatus, and that the correspondm^ 
card opetating^thauetwcrldngsoftware.amodem operating ^vithanetw^^ 
any structural equivalents thereof As the parties are in agreement, the court vill ^ply this 

constmction to this claim term. 

4^ i..tion. m t---' ^'^^ ..mn^unicatin. with the pn5tii.p terminal . 

ap paratus 

The defendants did not idenfifr this torn for inteipretatioa; however, the plaintiff states 
thattheoo^rtn-ustintetpreti. as itisameans-ph^-toctionolaim. Timeout. .ddre^ 
phrase. -connnuMoation means for con»onicating with said data reeord of said g«>d" in clain> 
1. section VS.4EfflE. As su<*. the oourt construes flnstetmconsisU^wifl. that term. 




Tl„ plaintiff s pn^osed constn»*ion of this claim tern is software operating on a 
compter system to, detects coded info.m«iontofhe transmitting sj^and^^^ 
mfonnation.spartotensnm.gthat.heoserisau,ho.ized. Tie defendants obj«* to (his 
constmction, arguing to. the plaintiff is attempting to impennissibly cover anmorization of the 
person nsingthepostingtenninaJ ^paratus, rafter fhaajnst the authoiizati.. of the posting 

apparatus. Ftomfl^eplaintognageofthe claim, tie defendants appear to be correct 
Tie claim only verifies thattopostingtenninalappa,^ is an an,hoti^«ser.not the pe«^ 
nsingtheposting.enninalapparah^Tbeplain,iffp«>in.s,oadtationintospecifioati» 
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states tbat lt]he posting record may also include a header that identifies a store identification, 
user identification, passwords and the like to aUow the maket maker computer 800 to verify 
authenticity, approve authorization and track usage ofthe posting terminal 700 by a particidar 
posting terminal 700 and posting temnnal user." '265 patent, col 17, 11. 21-26. However, the 
plaintiff is doing exactly what it has repeatedly accused the defendants of doing in this M^fanan 
proc«s;itisreadingaprefeiTedembodimentfiromthespecificationintotheclaim. TTieordinary 
meaning of the claim term reveals that it is the posting tenninal ^paiatus, and not the user, that 
is verified. The inventor did not deviate from this ordinary meaning in the specification or 
prosecution histmy. Therefore, this limitation camiot be incoipoxated into ttxe claim and the 
court finds that only the posting tenninal apparatus is verified as an authorized user of the 
market apparatus. 

6, Said transactioi * processor ad: >ptt^d to receive a purchase request and 
payment means from s aid participant 

The dispute with this claim is over whether the transaction processor can execute a 
transaction, as suggested by the plaintiff. The defendants aigue that the ordmary language of the 
claim states that the transaction processor can receive a purchase request and payment from a 
participant, not that it can execute a transaction. Based on the arguments of counsel in their 
briefs, it spears to this court that tHs argument revolves around what functions the transaction 
processor can perform. Therefore, the court will merely construe the term transaction processor 
from claim 8- 

The court notes that this term is part of a larger claim limitation and that it should be read 
in context with the entire limitatioii, which reads 

a transaction processor operably comiected to said wide ai«a commmiication network and 
said storage device, said transaction processor adapted to receive a purchase request and 
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payment means from said participant, clear said purchase request and payment means and 
if said payment means clears then transfer the ownership of said good for sale by 
modi^g said data record of said good for sale to reflect the new ownership of said good 
for sale by said participant. 

'265 patent, col. 21, IL 46-54. Based on the entire limitation, it appears that the transaction 
processor must be capable of receiving purchase requests and payment means from a participant, 
clearing a purchase request, and transferring ownership of the good by modifying the data record. 
Furthermore, this interpretation is amply supported in the specification. e^ id, at col. 18, L 
63 - coL 19, L 13 ("The market maker computer 800 may have ... a transaction processor 812 ... 
[whose] function is to provide a means to process transactions from participants by clearing a 
transaction and transferring legal title to a good."); i4 at col. 19, IL 40^5 CThe transaction 
processor 812 may use RSA certificates and/or other well-known techniques to process secured 
transactions between the maricet maker computer 800 and participants 702 and 902. It is 
understood that the transaction processor 812 may interface with external payment systems 
826."). Therefore, the plaintiiTs suggested definition, a processor for executing a 
transaction based on a request and payment from the participant, is fully supported by the 
claim language, read in light of the specification, and wffl be adopted by this court 
7. Clear said purchase request and payment means 
The dispute here focuses on the same clause of claim 8 and revolves around whether the 
term means "to process the purchase request," as the plaintiff suggests, or ''a computer 
programmed to clear or effect the clearance of the participant's purchase request and payment 
means," as the defendants suggest. Similar to the last claim term, this term involves the 
functions of the transaction processor. Based on the arguments above, the court finds that 
clearing the purchase request and payment means requires the processing of the purchaise 

49 



request The cited portioM of the specification above fuUy support this inteiT^^ 

Therefore, the court adopts the plaintiffs proposed definition for this term. 

8 Tf said payment Tm^ans clears t lipn transfer the ownership of said good 
" fnr sale hv mod ify^-n p said dat a record of said POod for sale to reflect 
♦iii> new ownership of ^^ald good for sale bv said participant 

Tins term also refers back to the same clause of claim 8 involving the functions of the 

transaction processor. However, with respect to this icrm, the defendants' proposed definition is 
correct The defendants argue that this claim means that ifthe payment made by a participant for 
a good for sale clears, then the legal ownersh^ of the good is transferred by modi^g the 
ownership entry in the data record of the good to reflect that the purchasing participant is the new 
owner of the good. Hxe plaintiff, on the other hand, stat^ that this claim simply means to record 
the new owner of the good. However, based on the claim language itself the specification, and 
the prosecution history of the inventor's patents, it is clear to the court that legal ownership of the 
good is transferred once the payment means clears. 

The claim language states that the transaction processor «transfer[s] the ownership of said 
goodforsale." It does not merely say that it records a new owner, mile the language continues 
by saying this transfer of ownership is accompUshedby "modi^g said data record.".the claim 
is not limited to merely modifying the record - legal ownership must be transferred. 
Furthemiore. the specification discusses the transfer of ownership or legal tide in numerous 
places. See. e^ '265 patent, coL 12, IL 42-48 ("After the transaction clears the charge 404, the 
consignment node credits the consignment node users commission accomit 406 to extract the 
consigmnent node transaction fee. The consignment node then transfers legal ownership 408 of 
the good by changing the ownership entry in the data record in the consigmnent node of the 
good."); id. at coL 1 8, IL 27-37 CThe procedures, when used in conjunction with the rules and 



50 



toewo* tW (1) wben a record of . good is found <m fl,e n.ari»t raaker computer 800 

by a participant 900 or ai»=ther retdkr 902. it is m fact for-^Je and is in the phjricd and 1^ 
possession ofa-trnstcd-fianchise and (2) ftatwhmabonafidepurchasepdce is tendcredbya 

participait 900 or another ret^dte 902 the legal titk to a good as repres»t.d by the record will 
wnsfer to to buyer »ith an inmrediate or neady iromediate finality to the transaction."); ii a. 
col 19, n. 1 1-13 rihe third function is to provide means to process transactions fiom 
participants by clearing a transaction and transfaiing legal tiUe to a good."). 

rinally> the prosecution history of the inventor's patents, the inventor stated, on m 

ftan one occasion, that Itlhe market maker computer completes transactions having the eff«* of 
imm^fistelychangmglegalownetshipofthcnsedorooUectr^lefesale^ihepay^^ 
approvedby the market maker computer inprocessingpaym^rt, and t^thedatabas.^ 
datarecordforfltensedorcoUecfiblegoodforsale." Defe.- Opening Br.. E=t.<i p. BD0012593 
(Apphcanfs Bdef Under 37 CFR § 1.192). Therefore, based on intrinsic evidence, the 
conrt adopts the defendants' proposed deflnWon for this claim termi sp«dfleally, II the 
payment made by a participant for a g«.d lor sale dears, then the legal ovmership of the 
g«,d is transferred by modi^g the ownership entry in the data record olthe good t. 
reflect that the purchasing participant is the new owner of the good. 




The final claim term in dispute in claim 8 is a means-pte-fUnotion claim. Wore, the 
court must first detetmine if this tenn fells under the purview of section 1 12. paragraph 6. As the 
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word -taearB- is present, aad there U no recited stmcture suffident to perfom to 
tootion,fheconrtfindsthatthisolaimdoesfaU>mdersec;ionn2,paragraph lta,tten«t 

«ep is to define me fcnclion to be perfonned. which in tbis case is notifiong the posting tenninal 
^aratns of the new ownership of the good fcr sale. The final stg. is to identic to 

cotrespoi^JingstrnomresthntWillpetfennae cited fcnction. It does not appear that fte 
defendants dispnteteplaintiffslistofcotrespondingstractorcs and as sud^fheootutwi^ 
thislist Sp.oificaIly.thecorrcspondin8sm^dt=dbytheplaintiffinchKfe:anel«.ramo 

n«il syston. m (file transfer protocol) transmission syste^ps. h^enret transmi«don systems. 
pivatenetworictran^sionsystems.anda:Vs™t™le^valentsth«eo£ Forsupportof 
th.sestrnctur.s.thephunti£fhasprovidednnmero..scit=stothe^ecificaiion. Sa,S*.'265 

patent col. 7, 11. 5«5 C-a« consignment node may be networked ™TGP/IP a.«i.he intemc. or 
apHvatcTCP/IP network or X25pdvate or pnblicnrtwork or ser^ceprovidersnetwoflcof 

ISDN. ATM and tte like");44 at coL 9. E 21-22 ("what tratfifer program is desired snch as 
Kennit. Xmod«n. Fn. and the Bke^; i4 at coL 13, IL 5 1-52 C^ch a proposed offer 
^ by the consignment node and used to notify the good owner."); ii at coL 18, 1. 63 CmaU 
module-); ii at coL 19, 11. 20-28 C'modembank..."); and i4 at Figs. 1. 12, and 13. The court 
finds n. error to the platotiffs compflaflon of crrespoudtag structures and therefor, 
holds that this Claim will be construed as a means for notifying the postiBg terminal 
apparatus of the uew ownership of the go«l for sale by an electronic mdl system, FTP (ffle 
«nsferpr..ocol) transmission systems, Internet transmission systems, private network 

transmission systems, and any structural equivalents thB-eot 



52 



E, aaimlS" 

Ite only term left to be construed in this claim is "a posting terminal conmnmication 
interface for commimicating ^th said market apparatus." Hie remainder of the terms in this 
claim have been construed with respect to claim 8. 

In the preamble to claim 8, the inventor claimed a "means for communicating to said 
market apparatus," whereas in claim 15. the inventor claimed "a posting terminal communication 
interface for communicating with the said market apparatus." The plaintiff suggests that the term 
in claim 15 should mean a hardware/software element that enables communications between the 
posting terminal and the market ^aratus, while the defendants argue the term should be defined 
as a commmiication connection between the market ^aratus and the posting terminal ^aratus 
used for accepting a data record of a good for sale from the posting temiinaL The plaintiff 
spears to dispute the defendants' choice of the phrase "communication connection" as it does 
not imply the same meaning as "interface," which the plaintiff argues is a portion of a system that 
puts a communication into a communications media such as the Internet 

Initially, the court appUes the ordinary and accustomed meaning to the term interface, 
which the court has deteraiined to be the place at which, or means by which, independent 
systems meet and act on, or communicate with, each other. Mmi^-Wehster's Collegiate 
Dictionarv 610 (10th ed. 1997). A review of the specification does not indicate any intent by the 
inventor to deviate from that ordinary meaning. Therefore, the court finds that interface is not 
synonymous with communication connection as suggested by the defendants. Rather, the 
plamtiff's defmition, a system that enables communications, is more in line with the 



" Claim 15 is practicaUy identical to claim 8, and therefore, this court will not copy the 



ipraci 

entire claim here. 
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ordinary meaning. Therefore, the plaintilPs proposed defuution wffl be adopted by this 

court" 

Fi Claim 26 ^^ 

Tht only tenn left to be construed in this claim is "said notification module providing 
notification to the posting tenninal apparatus in response to said 

said purchase request and verifying said electronic payment infom^ation." Theremainder of the 
terms in the claim have been construed above. 

The plaintiffs suggested definition of this term is a system that sends information that is 
received at the posting terminal apparatus after thepurchase request is processed and the 
electronic payment information is verified. The defendants, on the other hand, seek the 
following definition: acomputer programmed to notify the posting terminal apparatus that the 

ovmership of the good for sale has been transferred by the transaction processor and electronic 
payment has been made. Th, plaintiffs main point oCdisagreement with ^e defendants- 
suggested definition is that the defendants are imposing the content of the notification, rather 
than when the notification is given. 

The court first looks to "the ordinary meaning of the claim itself. Here, the plain language 
of the claim states that the notification is given in resE^ to processing the purchase request 
and verifying the payment; it does not state that the notification contains this information. The 



« In claim 23 the parties dispute the term "a communication mterface for con™^g 
with said fystem to accept said data record of said good" for the same ^^^^^f"' 
Se iurt Sis that theTemi "interface" wiU be construed consistently throughout the 265 

patent 

« Claim 26 is practically identical to claim 8, and therefore, this court will not copy the 
entire claim here. 
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citations to the specification provided by the defendants do not support its proposed construction, 
nor do they show an intent of the inventor to deviate from the plain meaning of the claim 
language. Therefore, the court finds that this term shall mean a system that sends 
information that is received at the posting termmal apparatus after the purchase request is 
process^ and the electronic payment information is verified. 
G. Claim 27 

Claim 27, which is dependent on claim 26, claims 

The electronic maiket of claim 26 wherein said maiket is further ad^ted to delay 
payment of said electronic payment for said good for sale from a first owner to a second 
owner for a predetermined interval 

*265 patent, col. 26, 11. 1-4. The only temi to be constmed in this claim is "delay payment of said 
electronic payment inforaiation for said good for sale from first owner to second owner for a 

predetermined interval." 

As an initial matter, the defendants argue that there is insufBcient support in the written 
description to support this claim. Whether or not the defendants are coixect on this issue, the 
claim must first be construed prior to a finding of mvaUdity based on an inadequate written 
description. Furthennore, this issue has not been fiilly briefed or argued; and as such, the court is 
not in a position to find this claim invaUd at this time. Therefore, for purposes ofthis Order and 

Opinion, die court will merely constrae the claim. 

As for the claim construction, tiie plaintiff argues that tiiis tenn should be given its 
oidinaiy and accustomed meaning. Alternatively, the plaintiff seeks the court to define it as 
waiting a predeteimined amount of time to pay the seller after the purchase of the good by the 
buyer. The defendants argue that the tenn means to delay an electronic payment from a first 
ownertoasecondownerforapiedeteraiinedperiodoftime. The court does not see much 
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difference in these two proposed constractions; however, it appean; that the defra 
dejBnition more closely tracks the claim language. Furthermore, there is nothing in the intrinsic 
evidence to show that the inventor intended to deviate from the ordinay meaning of the claim. 
Therefore, the court adopts the defendants' suggested definition, to delay an electronic 
paymeni from a first owner to a second owner for a predetermined period of time. 

VI. Conclusion 

For the reasons set for above, the court issues this Order and Opinion as the constraction 
of tibie claims ia the *051, '176, and '265 patents. 

The Qerk is REQUESTED to send a copy of this Order and Opinion to counsel of 

record. 

It is so ORDERED. 



^jtoED STAIES DISTRICT JUDGE 

Norfolk, Virginia 
October t ?. 2002 
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PROTEST UNDER 37 C.F.R. § 1.291(a) 
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IN THE UNITED STATES DISTRICT COURT 
EASTERN DISTRICT OF VIRGINIA 
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FILED 



JAN I 3 2003 



MERCEXCHANGE, LX.C 



PlaintifT, 




V. 



Civil Action No. 2:01cv736 



eBAY, INC., et al 



Defendants. 



ORDER AND OPINION 



Presently before the court is a Motion to Reconsider filed by MercExchange, Inc. 
("plaintiff) based on this court's October 21, 2002 Order and Opinion granting in part eBay, 
Inc.'s ("defendant") Motion for Summary Judgment that all claims of U.S. Patent No. 6,202,05 1 
(*the '05 1 patent") are invalid for an inadequate written description. Based on the briefs 
submitted by the parties, including the briefs from the original Motion for Sunmiary Judgment, 
the court denies the plaintiffs Motion to Reconsider. 
I. Factual Background 

On October 21, 2002, this court issued an Order and Opinion on the three remaining 
Motions for Sxmmary Judgment filed by the parties ("October 21 Opinion"). In this Opinion, the 
court granted in part and denied in part defendant eBay's Motion for Summary Judgment that all 
claims of the '05 1 patent are invalid for an inadequate written description; granted in part and 
denied in part the plaintiffs Cross-Motion for Summary Judgment that all claims of the '051 
patent are valid for an adequate written description; and denied defendant Half.com's Motion for 
Summary Judgment that claims 1-9 and 29-41 of U.S. Patent No. 6,085,176 ("the '176 patent") 
are invalid pursuant to 35 U.S.C. §§ 102(a) and/or 102(g). On November 1, 2002, the plaintiff 
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filed a Motion for Reconsideration of the portion of the court's Opinion granting eBay*s Motion 
for Summary Judgment.that there was inadequate support in the written description of the '051 
patent for the claim "debiting/charging a seller's account a commission or fee." This motion is 
fully briefed and ripe for review. 
II. Motion to Reconsider 

The plaintiff filed the instant Motion for Reconsideration pursuant to Federal Rule of 
Criminal Procedure C*Rule") 54(b), which states that an interlocutory order of the court "is 
subject to revision at any time before the entry of judgment adjudicating all claims and rights and 
Uabilities of the parties." Favetteville Investors v. Conmiercial Builders, Inc 936 F.2d 1462 
1470 (4th Cir. 1991) (quoting Rule 54(b)). Typically, motions to reconsider are "heard only 
where the Court has patently misunderstood a party or where there is a significant change in the 
law or facts of the case." Religious Tech. Ctr. v. Lerma, 908 F. Supp. 1253, 1355 (E.D. Va. 
1995) (intemal quotations omitted). They "carmot be granted where the moving party simply 
seeks to have the Court rethink what the Court ha[s] aheady thought through." Xoom. Inc. v. 
Imageline. Inc.. 93 F. Supp. 2d 688, 696 (E.D. Va. 1999) (intemal quotation omitted). In this 
case, the plaintiff has offered no new evidence or argument, and has merely asked the court to 
reevaluate its prior decision based on the same evidence. In this situation, "the proper recourse is 
appeal - not reargument " Johnson v. Citv of Richmond 102 F.R.D. 623, 624 (E.D. Va. 1984). 
However, because the court's October 21 Opinion merely provides exemplary portions of the 
written description to support its ruling, the court will expand on its reasoning in order to more 
fully explain its decision. 
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in. Debiting/Charging a Seller's Account^ 

The plaintiff argues that based on the Joint Declaration of its experts, Jonathan W. Palmer 
and Alfred C. Weaver, a dispute exists over a material fact, and thus, granting summary 
judgment was improper. While the plaintiff is correct in that this declaration does support its 
contention that there is an adequate written description of debiting/charging a seller's account a 
commission or fee in a person-to-person based auction system, this declaration was prepared 
before the court's Markman Opinion, which greatly altered the plaintiffs version of what the 
patent claimed. Most importantly, the court held that the auction system envisioned by the 
inventor was "a process over a trusted network, or with a trusted intemiediary," and not a person- 
to-person based system. See Markman Opinion, pp. 12-13. The plaintiffs experts proceeded 
under the impression that the patent envisioned a person-to-person auction system, without a 
trusted intermediary. Given the court's interpretation of the patent claims, the experts' 
declaration submitted by the plaintiff no longer supports its argimient that the written description 
adequately describes the process of debiting/charging a seller's account a commission or fee. See 
Wiener v. ISfEC Electronics. Inc., 102 F.3d 534, 542 (Fed. Cir. 1996) (afiBnnmg summary 
judgment of non-infringement and rejecting an expert's declarations which "rest on an incorrect 
claim interpretation... [and] do not create a factual dispute."), abrogated on other grounds by, 
Cvbor Corp. v. FAS Technologies. Inc., 138 F.3d 1448 (Fed. Cir. 1998). As such, the plaintiff 

' There appears to have been some confusion over whether the court October 21 Opinion 
involved both debiting and charging a seller's account a conmiission or fee, or just debiting the 
account. The court meant to address both of the terms together, just as it did in its October 1 8, 
2002 Order and Opinion. (" Markman Opinion"), Markman v. Westview Instruments. Inc.. 52 
F.3d 967, 976 (Fed. Cir. 1995), afTd^ 517 U.S. 370, 1 16 S. Ct 1384 (1996). However, in order 
to be crystal clear in this Order and Opinion, the court will use both terms throughout. 
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has not made a sufficient showing to establish the existence of a dispute of a material fact, or to 
dispute the evidence submitted by the defendant, which this court found to be clear and 
convincing. See Rockwell Int'l Corp, v. United States. 147F.3d 1358, 1362 (Fed. Cir. 1998) 
("The underlying determination of invalidity, however, must be predicated on facts established 
by clear and convincing evidence."). Therefore, the court's granting of sunmiary judgment in 
favor of the defendant was not improper or incorrect. 

The plaintiff also argues that the court's Opinion is internally flawed, in that it held the 
written description was sufficient with respect to seller's account, yet found it insufficient with 
respect to debiting/charging a seller's account a conunission or fee. However, the plaintiff 
misreads the court's Opmion. The court fo\md that there is adequate disclosure of a seller's 
account based on a number of portions of the written description, and provided two examples of 
those portions. See October 21 Opinion, p. 7 (citing U.S. Patent Application No. 08/427,820, 
Def.'s Mot. for Sunmiary Judgment, Dkt. 46, Ex. 1 ("Application") p. 8, 11. 20-22 ("a participant 
may estabhsh an account with his local consignment node to be debited and credited with the 
funds used and generated with his transactions.") and p. 25, 11. 11-12 ("It is understood that a 
consignment node user may have estabUshed a credit or deposit account for the participant fi-om 
past sales or transfer of funds...")). However, these passages do not support the process of 
debiting/charging a seller's account a commission or fee. 

In the first example, the passage, when read in context of the entire paragraph in the 
Application, clearly shows that the participant being discussed there is the buyer, not the seller. 
This paragraph reads: 
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The Sale 



A buyer, hereinafter participant, may electronically log onto a consignment node via a 
network connection by nse of a PC with participant interface software, through an 
interactive television application, workstation or the like. The network connection 
drivers for the consignment node are discussed in detail below. The participant may enter 
the browse mode and peruse the consignment node database of goods. It is imderstood 
that the participant may receive the image taken with a digital camera 12 of the goods at 
the participant terminal. The participant, upon finding for example the above-posted 
Frank Robinson card may decide to purchase the card. The participant may present 
electronic payment to the consignment node by entering a credit card number and 
expiration date or other forms of electronic payment. It is understood that a sec\ire and/or 
encrypted means may be established between a participant's interface application and a 
consignment node to transfer sensitive or theft prone information. Moreover, a 
participant may establish an account with his local consignment node to be debited and 
credited with the fimds used and generated with his transactions. 

Application, p. 8, 11. 6-22. When read as a whole, this paragraph does not disclose a seller's 

accoxmt that can be debited/charged a commission or fee, nor would one of ordinary skill in the 

art at the time find that this paragraph supports such a process. See generally 35 U.S.C. § 112, T[ 

1; Johnson Worldwide Assoc., Inc. v. Zebco Corp.. 175 F.3d 985, 993 (Fed. Cir. 1999). 

Similarly, the second example does not disclose the act of debiting or charging a seller's 

account a commission or fee. This passage, in its entirety, reads: 

Figure 7 shows the transfer ownership routine 400 that may be used to transfer the 
ownership of goods and collectibles in the consignment node. The transfer ownership 
sub-routine may be called fi"om several consignment node modes and processes to effect 
the transfer of legal ownership. The first step in the transfer ownership sub-routine 400 
may be to verify a participant purchaser information 402. It is understood that the 
consignment node may use a variety of well known authenticating procedures to verify a 
participant, such verification techniques include personal identification numbers (PINS), 
passwords, call back, and a plethora of encryption techniques and personal information 
identification means to provide a reliable verification technique. It is understood that a 
consignment node user may have established a credit or deposit account for the 
participant firom past sales or the transfer of funds and the verify step 402 may connect 
the participant to the accoimt. The clear charge 404 step is xised to clear the participant 
consignment node transaction It is understood that this may be via an external credit card 
clearing network, a connection to a credit account, or through one of the many proposed 
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electronic fund transfer schemes such as debit cards, e-money, and clearinghouses. After 
the transaction clears the charge 404, the consignment node credits the consignment node 
users commission account 406 to extract the consignment node transaction fee. The 
consignment node then transfers legal ownership 408 of the good by changing ownership 
entry in the data record in the consignment node of the good..., 

Apphcation, p. 25, 11. 1-22. While the court did read this passage as support for the fact that both 

buyers and sellers can establish accounts, it did not find this supportive of the fact that either a 

buyer's or seller's accoimt is debited/charged a fee or commission. The passage merely speaks of 

a buyer paying the consignment node user, who then extracts or removes his commission or fee. 

It is completely silent as to when the funds from the sale go from the consigrmient node user to 

the seller. The court finds that the defendant has provided clear and convincing evidence that 

one of ordinary skill in the art would not have found this passage to support this 

debiting/charging process. 

Finally, the plaintiff points to original claim 12, which the court also used as support for 

the seller's account, and argues that it also supports the existence of debiting or charging a 

seller's accoimt a commission or fee. Original Claim 12 reads: 

The method of claim 6 further comprising the step of: 

automatically paying a commission to said computerized market from said 
transfer of ownership of said good by said computerized market deducting said 
commission from said purchase price paid to said seller. 

Id, at p.33, 11, 16-19, The plaintiff argues that the past tense of the word "paid" indicates that the 

seller has already received the funds from the consignment node which then deducts the 

commission from that price. However, again, based on the court's interpretation of the system, 

this original claim does not support the plaintiffs argument. The plaintiff has not provided any 

evidence that one of ordinary skill in the art would find this claim supportive of 
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debiting/charging a seller's account a commission or fee, based on the court's construction that 
the system is one over a trusted network or with a trusted intermediary. The trusted network or 
"computerized market" deducts its commission from the purchase price that will be paid to the 
seller. This reading of the claim is entirely consistent with the court's claims construction and is 
supported by clear and convincing evidence offered by the defendant. 

Finally, the plaintiff argues that the court imposed some sort of temporal limitation into 
the written description which does not exist in the Application. Specifically, in the October 21, 
2002 Opinion, the court stated that "[t]he AppUcation ... envisions the consignment node 
operator removing the conmiission from the sales price of the good prior to crediting the seller's 
accoxmt with the proceeds from the sale." October 21 Opinion, pp. 6-7 (citing Application at p. 9, 
11. 14-16). The plaintiff suggests that the Application is silent as to when the connmission is 
removed from the purchase price and thus, the court erred in imposing this temporal limitation. 
However, the plaintiff is incorrect. The purported temporal limitation exists in the Application 
based on the court's claims construction that the system envisioned by the inventor was one with 
a trusted intermediary. For example, in the auction mode, once the bidding has closed and a sale 
has been made, the buyer transfers his payment to the consignment node or trusted intermediary. 
The consignment node then takes his commission or fee, and transfers the remainder of the 
purchase price to the seller. One ordinarily skilled in the art at the time would not have found 
that the inventor intended a process whereby after the buyer pays the consignment node the 
agreed purchase price, the consignment node would deposit all of the fimds into the seller's 
account and then debit or charge that accoimt for its commission or fee. It is illogical based on 
this court's interpretation that the system is based on the trusted intermediary. The clear and 
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convincing evidence offered by the defendant has not been contradicted by the plaintiffs 
evidence and therefore, sxunmary judgment was proper, 
m. Conclusion 

For the reasons set for above, as well as those in the court's October 21, 2002 Order and 
Opinion, the plaintifiPs Motion for Reconsideration of the court's October 21, 2002 Order and 
Opinion is DE^fIED, 

The Clerk is REQUESTED to send a copy of this Order to counsel of record. 

It is so ORDERED. 




TED STATES DISTRICT JUDGE 



Norfolk, Virgima 
January IJ, , 2003 
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CLERK. U.S. DISTRICT COURT 
NORFOLK. VA 





MERCEXCHANGE, L.L.C., 
Piaintiif, 

Civil Action No. 2:01cv736 

eBAY, INC., et al., 

Defendants. 

ORDER AND OPINION 

Presently before the court is an Expedited Motion to Enforce this court's February 14, 
2003 Order and Opinion to MercExchange's Renewed Attempt to Relitigate and Reopen the 
Motion to Reconsider the Motion to Reconsider and Markman Proceedings, filed by eBay and 
Half.com ("defendants"). In this Motion, the defendants seek to prevent MercExchange, L.L.C. 
("plaintiff") firom (1) submitting new expert testimony firom Dr. Weaver on U.S. Patent No. 
6,202,051 ("the '051 patent"), and (2) changing its position with respect to defendants' 
infringement of U.S. Patent No. 5,845,265 ("the '265 patent"). For the reasons more fully 
articulated below, the defendants' Motion is GRANTED in part and DENIED in part. 
I. The *051 Patent Issue 

On February 14, 2003, the court entered an Order and Opinion which, inter ^ia, granted 
summary judgment of invalidity of the '051 patent.' The court refused to reopen the proceedings 
and permit the plaintiff leave to submit supplemental expert reports, specifically that of Dr. 



' The plaintiff makes reference to this Febmary 14, 2003 Opinion, speculating that the 
defendants may decide to appeal the court's denial of their Motions for Summary Judgment of 
Non-infringement and Inequitable Conduct. However, the plaintiff misstates the court's 
Opinion. The court denied these Motions simply because the '051 patent had been invalidated 
based on a previous ruling by the court. Had the '051 not been invalidated, the court would have 
conducted fiirther proceedings regarding the defendants' Motions, particularly with respect to the 
inequitable conduct allegation. 
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Weaver, holding that the plaintiff failed to submit new or supplemental expert reports when it 
filed its first Motion to Reconsider the matter. The court refused to permit the plaintiff to 
continue to file Motions to Reconsider on matters that had already been decided by the court 
unless it met the appropriate standard. It now appears, based on the instant Motion, that the 
plaintiff has submitted Dr. Weaver's report, which this court refused to allow the plaintiff to 
submit earher, to the defendants. The court sees no problem with the plaintiff submitting this 
report to the defendants; however, it will not permit the new Weaver report to be filed with this 
court or allow Dr. Weaver to testify about any matters relating to the * 05 1 patent.^ Thus, the 
defendants' Motion is granted in part and denied in part accordingly, 
n. The *265 Patent Issue 

With respect to the '265 patent, the defendants allege that throughout the entire course of 
this litigation, until last month, the plaintiff has maintained that the *265 patent only covered 
purchasing goods at a fixed price and not via an auction-style sale. However, according to the 
defendants, once the * 051 patent had been invalidated, the plaintiff switched its position and now 
maintains that the *265 patent covers both fixed-price as well as auction sales formats. As a 
result of this change, the defendants allege that the damages estimation has increased by over 
400% (fi-om $31 million to $168 million). The defendants argue that the plaintiff should be 

^ The plaintiff also refers to two new expert reports submitted by the defendants last 
month. However, as the defendants have explained, these two experts have been retained as non- 
testifying consultants to assist the defendants' attorneys in preparation for trial. The defendants 
state that they were identified to the plaintiff pursuant to a protective order. The coxirt notes that 
consultants are perfectly acceptable to assist attomeys in preparing for trial and thus, any 
reference to them by the plaintiff is immaterial to the resolution of these matters. However, just 
to make it perfectly clear, these two consultants will not be permitted to testify in any respect 
during this trial. 
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judicially estopped from changing its position at this stage of the litigation. 

Judicial estoppel is a judge-made doctrine which provides that 'Vhere a party assumes a 
certain position in a legal proceeding, and succeeds in maintaining that position, he may not 
thereafter, simply because his interests have changed, assume a contrary position, especially if it 
be to the prejudice of the party who has acquiesced in the position formerly taken by him." New 
Hampshire v. Maine. 532 U.S. 742, 749, 121 S. Ct. 1808 (2001); accord Lowerv v. StovalL 92 
F.3d 219, 223 (4th Cir. 1996). 'The purpose of this doctrine is to prevent a party from playing 
fast and loose with the courts, and to protect the essential integrity of the judicial process," 
Lowerv. 92 F.3d at 223 (quoting John S. Clark Co, v. Faggert & Frieden. P.C., 65 F.2d 26, 28-29 
(4th Cir. 1995)). While the Supreme Court has held that *the circumstances under which judicial 
estoppel may appropriately be invoked are probably not reducible to any general formulation or 
principle," it provided "several factors [which] typically inform the decision whether to apply the 
doctrine in a particular case." New Hampshire . 532 U.S. at 750 ("In enumerating these factors, 
we do not establish inflexible prerequisites or an exhaustive formula for determining the 
applicability of judicial estoppel."). "First, a party's later position must be clearly inconsistent 
with its earlier position." Id, (internal quotation omitted). "Second, courts regularly inquire 
whetheir the party has succeeded in persuading a cotirt to accept that party's earlier position, so 
that judicial acceptance of an inconsistent position in a later proceeding would create the 
perception that either the first or second court was misled." Id. "A third consideration is whether 
the party seeking to assert an inconsistent position would derive an unfair advantage or impose 
an unfair detriment on the opposing party if not estopped." Id, at 75 1 . Courts will generally not 
apply the doctrine where a party's inconsistent position is based on inadvertence or mistake. See 
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Lowerv, 92 F.3d at 224. 

In this case, the plaintiff has maintained to the defendants, the court, and the media that 
eBay did not infringe on the '265 patent xmtil they began offering a fixed-price sale format via its 
acquisition of Half com and its implementation of the ^'Buy It Now*' feature. However, the 
plaintiff argues that judicial estoppel is inappropriate here because it was never "successful" in 
its position as it was never adopted or accepted by the court. While the plaintiff is correct that 
the court never adopted or accepted this position, the court notes that it has never adopted or 
accepted any position on this issue as it was never raised as a disputed matter. Throughout the 
entke Markman proceedings, the plaintiff stated as undisputed that "in the *265 patent, we are 
not talking about an auction system, we are talking about a system for presenting items virtually 
to a market." Markman Tr. at 90:5-8 (July 30, 2002); see also id at 41 : 13-1 8 ("Individuals in 
Mr. Woolston's inventions can post their goods onto this network ... and indicate whether it [sic] 
should be sold at a market, that is, through a fixed price, or sold through auctions where 
participants can bid...."). The court did not explicitly adopt or accept this position because it was 
implicitly agreed upon by all the parties. Furthermore, the court made clear in its Markman 
Opinion that because of the parties' inability to narrow the disputed claims and terms involved, 
the court was only going to construe the terms that were disputed. See October 18, 2002 Order 
and Opinion (" Markman Op.'O, PP- 2-3. After the Markman hearing, the court found that "[t]he 
main dispute between the parties [regarding the 'market for goods' term] involves the trusted 
network argument...." Id, at p. 35. At no time before, during, or after Markman. until just last 
month, did the plaintiff raise the fixed-price versus auction issue. 

However, even if the matter was not impUcitly accepted by the court, this reason does not 
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mean that the doctrine should not be applied here. See Stairmaster Sports/Medical Prods,, Inc. v. 
Groupe Procvcle. Inc.. 25 F, Supp. 2d 270, 280 (D. Del. 1998), aff d by unpublished opinioa 232 
F.3d 909 (Fed. Cir. Mar. 15, 2000) ("Although the judicial estoppel doctrine does not require 
demonstration of detrimental reliance or prejudice, the doctrine only applies where inconsistent 
positions have been asserted in bad faith.")- In this case, both before and after this court's 
Markman Opinion was entered, the plaintiff maintained that the defendants did not infringe on 
the *265 patent until it applied its **Buy It Now" feature which offered goods at fixed prices. See, 
e.g. , Pl.*s Reply Markman Br., p. 30 (July 23, 2002) ("And with respect to the '265 Patent, in 
1999, eBay operated solely in the 'auction* mode. It was not until November of 2000, when 
eBay adopted a 'market' mode with its 'Buy It Now' feature, that they fell within the claims of 
the '265 Patent."); Hearing Tr. at 2: 17-3:8 (Sept. 19, 2002) ("[I]n June of 2000 ... there was only 
one patent that had been issued. That was the '265. At that time, we did not believe that eBay 
infringed the claims of that patent.... Then, eBay later adopted the [Buy It Now] sales format, 
thereby bringing itself into the scope of the '265 patent as well."); PL's Mot. for Summ. J. (Dec. 
23, 2002) ("[I]n June of 2000, eBay did not infringe the *265 Patent. Prior to the meeting, eBay's 
systems did not operate as an 'electronic market' as claimed in the '265 Patent because eBay's 
system did not allow users to list an item for sale at a fixed price.... Subsequent to this Jxme 2000 
meeting, eBay began to roll out new system features directly copying the system of the '265 
Patent claims. For instance, in July of 2000, eBay announced its acqixisition of Half.com an 
electronic market which permits sellers to Ust items for sale at fixed prices. In November 2000, 
eBay introduced a 'Buy It Now' fixed price foraiat for listed items for sale...."); PL's Opp. to 
Defs.' Mot. to Enforce Judge Friedman's Orders, p. 1 1-12 (Jan. 27, 2003) ("MercExchange's 

5 



statement that eBay did not injfringe referred to the '265 patent. At the time the statement was 
made it was correct. However, eBay later added a 'Buy It Now' feature, which clearly infringes 
the '265 patent."). The plaintiff argues that despite these statements, the court's "expanded" 
construction of the term "market for goods" as "a trusted network where items or goods may be 
bought and sold," Markman Op., p. 36, provided an avenue for it to change its position that only 
fixed-price sales were covered by the '265 patent. The plaintiff's experts now find that the 
court's "expanded" Markman ruhng allows damages for eBay's auction-style format as well. 

The court fmds this new position difficult to accept. While the early statements made 
before the Markman Opinion issued are not necessarily a proper basis for judicial estoppel, 
particularly since the parties were both arguing vastly different positions on a number of issues, 
the statements made after Markman certainly are. If the court's "expanded" Markman Opinion 
allowed eBay's auction-style sales format to be included in the '265 alleged infringement, then 
why did the plaintiff wait until after the court invalidated the '05 1 patent^ to raise the issue? The 
court's Markman Opinion was entered on October 1 8, 2002 and the plaintiff did not adopt this 
new position until late February of 2003 - over four months later. In addition, since October of 
2002, the plaintiff has submitted numerous documents to this court and to the defendants where 
it continued to assert its prior "fixed-price only" position. Based on the timing of this change of 
position, the court believes it was made in bad faith as a way to capture some of the damages 
from the alleged infiingement of the '051 patent. Moreover, to change position with less than 
two months until trial in a case that has been pending in this court since September of 2001, the 
plaintiff has unfairly disadvantaged the defendants. Therefore, the plaintiff is estopped from 

^ The '05 1 patent's main focus was the auction-style format used by eBay. 
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asserting this new position at trial on the '265 patent. Accordingly, the defendants' Motion is 
granted to this extent, 
m. Conclusion 

For the reasons stated above, the defendants' Motion is GRANTED in part and 
DENIED in part. 

The Clerk is REQUESTED to send a copy of this Order to counsel of record. 
It is so ORDERED. 




Norfolk, Virginia 
April i , 2003 
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DETAILED ACTION 
Reexamination Decision 

1 . A substantial new question of patentability affecting dalms 1 , 5, 6, 29, 31 , 32, 
and 34-39 of the MercExchange United States Patent Number 6,085,176 is raised by 
the request for reexamination. 

2. A) The request indicates that Requester considers claims 1 , 5, 6, 29, 31 , 32 and 
34-39 of the MercExchange patent unpatentable over the prior art publication, Arthur M. 
Keller, et al., A Smart Catalog and Brokering Architecture for Electronic Commerce 
(Dec. 1994) (the Keller publication), (Exhibit 2). 

B) The request indicates that Requester considers claims 1 , 5, 6, 29, 31 , 32, and 
34-39 of the MercExchange patent unpatentable over the prior art references U.S. 
Patent No. 5,402.336 to Spiegelhoff et al. (the Spiegelhoff patent), (Exhibit 4). 

C) The request indicates that Requester considers claims 1 , 5, 6, 29, 31, 32, and 
34-39 of the MercExchange patent unpatentable over the prior art publication, Andrew 
Kupfer, Software 'Agents' Will Make Life Easy, FORTUNE, January 24, 1994, at 72-73 
(the Kupfer publication), (Exhibit 5). 
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D) The request indicates that Requester considers claims 1 , 5, 6, 29, 31 , 32 and 
34-39 of the MercExchange patent unpatentable over the prior art publication, Davis, J. 
R.; Lagoze, C. (1994), A protocol and server for a distributed digital technical report 
library, Technical ReportTR94-1418, Computer Science Department, Cornell 
University, 1 994 (the CSTR/Dienst publication), (Exhibit 6). 

3, It is agreed that the consideration of the Keller publication, (Exhibit 2), the 
Spiegelhoff patent, (Exhibit 4), the Kupfer publication), (Exhibit 5). the CSTR/Dienst 
publication), (Exhibit 6) references raises a substantial new question of patentability as 
to claims 1, 5, 6, 29, 31 , 32, and 34-39 of the MercExchange Patent Number 6,085,176. 

As pointed out on pages 10-48 of the request, the Keller publication, (Exhibit 2) 
teaches a smart catalog and brokering architecture for electronic commerce. Using the 
World Wide Web, consumers are able to perform a reverse-search of multiple vendor 
catalogs for products. Product data is stored in databases in the form of text, images, 
sound, and video. The system uses Catalog Agents for communicating with each 
product database. The Spiegelhoff patent, (Exhibit 4) discloses a method and a 
corresponding system that permits a retailer to optimize its resources among a plurality 
of wholesalers. The system is capable of receiving an input request from a consumer for 
a retailer, searching selected wholesalers, and comparing these wholesalers to one 
another in order to provide a desired allocation of resources among these selected 
wholesalers. The Kupfer publication), (Exhibit 5) teaches a computer system that uses 
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software agents that carry out tasks on the user's behalf, such as bidding on products 
and services in an electronic shopping environnnent. The software agent travels over 
phone lines to a directory of retailers that is maintained by a communications company, 
based on the user's instructions, the software agent is able to order the product or 
service for the user that has the best deal. The CSTR/Dienst publication), (Exhibit 6) 
teaches a computer system for providing a user the ability to access on-line documents. 
Using the World Wide Web, a user may search for documents at distributed sites, 
browse innages, view and print the full documents. 

Therefore, there is substantial likelihood that a reasonable examiner would 
consider the teachings of theses references important in deciding whether or not the 
clainns under re-examination are patentable. 

4- Extensions of time under 37 CFR 1 .1 36(a) will not be permitted in these 
proceedings because the provisions of 37 CFR 1 .136 apply only to "an applicant" and 
not to parties in a reexamination proceeding. Additionally, 35 U.S.C. 305 requires that 
reexamination proceedings "will be conducted with special dispatch" (37 CFR 1.550(a)). 
Extension of time in reexamination proceedings are provided for in 37 CFR 1.550(c). 

5. The patent owner is reminded of the continuing responsibility under 37 CFR 
1 .565(a) to apprise the Office of any litigation activity, or other prior or concurrent 
proceeding, involving Patent No 6,085,176. Throughout the course of this 
reexamination's proceeding. The third party requester is also reminded of the ability to 
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similarly apprise the Office of any such activity or proceeding throughout the course of 
this reexamination proceeding. See MPEP §§ 2207, 2282 and 2286. 



6. Any inquiry concerning this communication or earlier communications from the 
examiner should be directed to Hani Kazimi whose telephone number is (703) 305- 
1061 , The examiner can normally be reached Monday-Friday from 8:30 AM to 5:00 PM. 

If attempts to reach the examiner by telephone are unsuccessful, the examiner's 
supervisor, Vincent Millin can be reached at (703) 308-1065, 

Any inquiry of a general nature or relating to the status of this application should 
be directed to the Group receptionist whose telephone number is (703) 308-1 1 13 or 



Conclusion 



1114. 
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DETAILED ACTION 
Reexamination Decision 

1 . A substantial new question of patentability affecting claims 1 , 4, 5, 7, 8, 1 0, 1 1 , 
13-15, 17, 18, 20-23, and 26-29 of MercExchange United States Patent Number 
5,845,265 Is raised by the request for reexamination. 

2. A) The request indicates that Requester considers claims 8, 1 0, 1 1 , 1 3-1 5, 1 7, 
18, 20-22 and 26-29 of the MercExchange patent unpatentable over the prior art 
reference U.S. Patent No. 5,664,1 1 1 to Nahan et al. (Exhibit 2). 

B) The request indicates that Requester considers claims 8, 10, 1 1, 13-15, 17, 
18, 20-22 and 26-29 of the MercExchange patent unpatentable over the prior art 
references U.S. Patent No. 5,664,1 1 1 to Nahan et al. (Exhibit 2) in view of Gallery 
Hopping On-Llne, International Herald Tribune, Oct. 29, 1994 (Exhibit 3), and/or 
Gallery-Hopping And Shopping-Via PC, Business Week, Dec. 5, 1994 (Exhibit 4), 
and/or Digitized Art Gallery Paints Retail's Future, Computer World, Nov. 28, 1994 
(Exhibit 5). 
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C) The request indicates that Requester considers claims 8, 10, 11, 13-15, 17, 
18, 20-22 and 26-29 of the MercExchange patent unpatentable over the prior art 
references U.S. Patent No. 5,664,1 1 1 to Nahan et al. (Exhibit 2) in view of U.S. Patent 
No. 6.049,785 to Gifford (Exhibit 6). 

D) The request indicates that Requester considers claims 8, 1 0, 1 1 , 1 3-1 5, 1 7, 
18, 20-22 and 26-29 of the MercExchange patent unpatentable over the prior art 
references U.S. Patent No. 5,285,383 to Lindsey et al. (Exhibit 7) In view of U.S. Patent 
No. 4,789,928 to Fujisaki (Exhibit 8) and/or U.S. Patent No. 5,283,731 to Lalonde et al. 
(Exhibit 9). 

E) The request indicates that Requester considers claims 1 , 4, 5, 7 and 23 of the 
IVIercExchange patent unpatentable over the prior art reference U.S. Patent No. 
5,664,1 11 to Nahan et al. (Exhibit 2). 

F) The request indicates that Requester considers claims 1 , 4, 5, 7 and 23 of the 
MercExchange patent unpatentable over the prior art references U.S. Patent No. 
5,664,1 11 to Nahan et al. (Exhibit 2) in view of Gallery Hopping On-Line, International 
Herald Tribune, Oct. 29, 1994 (Exhibit 3), and/or Gallery-Hopping-And Shopping-Via 
PC, Business Week, Dec. 5, 1994 (Exhibit 4), and/or Digitized Art Gallery Paints Retail's 
Future, Computer World, Nov. 28, 1994 (Exhibit 5). 
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G) The request indicates ttiat Requester considers claims 1, 4, 5, 7 and 23 of the 
MercExchange patent unpatentable over the prior art references U.S. Patent No. 
5,664,1 1 1 to Nahan et al. (Exhibit 2) in view of U.S. Patent No. 5,424.944 to Kelly et al. 
(Exhibit 10). 

H) The request indicates that Requester considers claims 1, 4, 5, 7 and 23 of the 
MercExchange patent unpatentable over the prior art references U.S. Patent No. 
5,424,944 to Kelly et al. (Exhibit 10), alone, and/or in view of U.S. Patent No. 5,664,1 1 1 
to Nahan et al. (Exhibit 2). 

I) The request indicates that Requester considers clainns 1 , 4, 5, 7 and 23 of the 
MercExchange patent unpatentable over the prior art references U.S. Patent No. 
5,285,383 to Lindsey et al. (Exhibit 7) in view of U.S. Patent No. 4,789.928 to Fujisaki 
(Exhibit 8) and/or U.S. Patent No. 5,283.731 to Lalonde et al. (Exhibit 9). 

3. It is agreed that the consideration of the Nahan et al. (Exhibit 2), Gallery Hopping 
On-Une, (Exhibit 3). Gallery-Hopping And Shopping-Via PC, (Exhibit 4), Digitized Art 
Gallery Paints Retail's Future, (Exhibit 5), Gifford (Exhibit 6), Lindsey et al. (Exhibit 7), 
Fujisaki (Exhibit 8), Lalonde et al. (Exhibit 9), and Kelly et al. (Exhibit 10) references 
raises a substantial new question of patentability as to claims 1. 4, 5. 7, 8, 10, 11. IS- 
IS, 17, 18, 20-23, and 26-29 of the MercExchange Patent Number 5,845,265. 
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As pointed out on pages 14-122 of the request, the Nahan et al. (Exhibit 2) 
teaches a method and a corresponding system for creating an electronic market by 
using posting terminals and a market maker computer to establish a relationship and a 
contract between a purchaser and a seller of goods and services at the noarket maker 
computer. Gallery Hopping On-Line, (Exhibit 3) teaches a buyer driven system for 
purchasing ArtView works by viewing images of paintings via an on-line service that is 
only accessed by certified dealers, and for conducting an on-line transaction via 
electronic fund transfer. Gallery-Hopping And Shopping-Via PC, (Exhibit 4) teaches an 
on-line art market for posting a plurality of artworks for purchase by a consumer, using a 
computer, the consumer is able to browse through thousands of artworks, make a bid, 
and seal the purchase. Digitized Art Gallery Paints Retail's Future, (Exhibit 5) teaches a 
buyer driven system for purchasing ArtView works by viewing images of paintings via an 
on-line service, and for creating by gallery owners, customized catalogs based on 
customers' preferences. Gifford (Exhibit 6) discloses a method and a corresponding 
system for purchasing goods and sen/ices over a computer network, the system 
provides the buyer the ability to retrieve and display digital advertisements from 
merchant computers, and to purchase the product described by the digital 
advertisement over a computer network. Lindsey et al. (Exhibit 7) teaches a commodity 
trading system having a centralized computer and a database for carrying out 
transactions of goods using electronic title. Fujisaki (Exhibit 8) discloses an auction 
information transmission processing system that enables individuals to participate in an 
auction on a real-time basis by connecting a plurality of dealer computers to a plurality 
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of front connputers to a host computer via communication lines. Lalonde et al. (Exhibit 9) 
teaches a computer based classified ad system and method for buy-sell transactions, 
such as the sale of real estate, a matching process is conducted between ads places in 
a database by sellers and want ads placed in a database by potential buyers. Lastly, 
Kelly et al. (Exhibit 10) teaches a method and a corresponding system for the controlled 
disposition of selected capital assets by transporting the asset from a customer facility 
to a disposition facility, and processing the asset in accordance with a preselected 
method of disposition. A combination of image and related data is created and loaded 
into a database via the system process controller at the disposition facility for 
subsequent reconciliation purposes. 

Therefore, there is substantial likelihood that a reasonable examiner would 
consider the teachings of theses references important in deciding whether or not the 
claims under re-examination are patentable. 

4. Extensions of time under 37 CFR 1 .136(a) will not be permitted in these 
proceedings because the provisions of 37 CFR 1 .136 apply only to "an applicant" and 
not to parties in a reexamination proceeding. Additionally, 35 U.S.C. 305 requires that 
reexamination proceedings "will be conducted with special dispatch" (37 CFR 1.550(a)). 
Extension of time in reexamination proceedings are provided for in 37 CFR 1.550(c). 

5. The patent owner is reminded of the continuing responsibility under 37 CFR 
1 .565(a) to apprise the Office of any litigation activity, or other prior or concurrent 
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proceeding, involving Patent No 5,845,265. Throughout the course of this 
reexamination's proceeding. The third party requester is also reminded of the ability to 
similarly apprise the Office of any such activity or proceeding throughout the course of 
this reexamination proceeding. See MPEP §§ 2207, 2282 and 2286. 



6. Any inquiry concerning this communication or earlier communications from the 
examiner should be directed to Hani Kazimi whose telephone number is (703) 305- 
1061 . The examiner can normally be reached Monday-Friday from 8:30 AM to 5:00 PM. 

If attempts to reach the examiner by telephone are unsuccessful, the examiner's 
supervisor, Vincent Millin can be reached at (703) 308-1065. 

Any inquiry of a general nature or relating to the status of this application should 
be directed to the Group receptionist whose telephone number is (703) 308-1 1 13 or 
1114. 



Conclusion 
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® Responsive to communication(s) filed on Oct 1. 19^ 

□ This action is FINAL. 

□ Since this application Is in condition for allowance except for formal matters, prosecution as to the merits Is closed 
in accordance with the practice under Ex parte Qa^flQZS CD. 11; 453 O.G. 213. 

A shortened statutory period for response to this action Is set to expire 3_ month(3), or thirty days, whichever is 

longer, from the mailing date of this communication. Failure to respond vwthin the period for response vwll cause the 
application to become abandoned, (35 U.S.C. § 133). Extensions of time may be obtained under the provisions of 
37 CFR 1.136(a). 
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Part in DETAILED ACTION 

Allowable Subject Matter 

1 . The indicated allowability of claims 1 7-39 and 5 1 -55 are withdrawn in view of the newiy 
discovered reference(s) to Save the Earth Foundation: Internet Online Rock and Roll Art Auction 
Celebrating Earth Dav is Declared Open to the W orld for One Month, by Business & 
Entertainment Editors dated April 25. 1995 ("Save the Earth"); Computer Museum Holds An 
Internet Auction by Open Systems Today dated May 9, 1994 ("Computer Museum"); 
Experimental Market Economics , by Vernon L. Smith and Arlington W. Williams dated 
September 1991 ("Experimental Market"); From Armv Knives to Gold Coins. Collectors Attend 
'On-line* Auctions by Amy Sharp; and Nahan et al (5,664,1 1 1). Rejections based on the newiy 
cited reference(s) follow. 



Claim Rejections - 35 USC § 103 
2. The following is a quotation of 35 U.S.C. 103(a) which forms the basis for all obviousness 
rejections set forth in this Office action: 

(a) A patent may not be obtained though the invention is not identically disclosed or described as set forth in 
section 102 of this title» if the differences between the subject matter sought to be patented and the prior art are 
such that the subject matter as a whole would have been obvious at the time the invention was made to a person 
having ordinaiy skill in the art to which said subject matter pertains. Patentability shall not be negatived by the 
maimer in which the invention was made. 



Serial Number: 09/253,021 
Art Unit: 2763 



3 



3. Claims 17, 19, 20, 38, 51 and 54 are rejected under 35 U.S.C. 103(a) as being 
unpatentable over Save the Earth in view of Computer Museum in view of From Army Knives to 
Gold Coins. 

As to claims 17, 38, 51, and 54, Save the Earth discloses an internet auction wherein 
items are presented to be viewed on Internet (see paragraph 3); items for auction are identified as 
to whom has ownership of the item (see paragraph 3; all items are autographed by the artist); 
scheduling the auction (see paragraph 3; from April 22 through May 21, 1995); items for auction 
are presented via the world wide web (see paragraph 3 and 4); participants are able to receive bids 
on items over the internet (see paragraph 5, lines 1-3). 

Although not specifically taught in Save the Earth, all auctions by nature must end at some 
point in time to award an item to the highest bidder. Of course the award to the highest bidder 
would include some form of notification. In live auctions bidding would only occur for a few 
minutes and would terminate on the discretion of the auctioneer by announcing that an item has 
been "sold" followed by an announcement of the winning participant usually by number, i.e. "sold 
to number 705 for $1000". Internet auctions clearly would also need to provide this service in 
order to have a fiinctioning auction. Save the Earth is vague in disclosing the limitations of 
^^terminating bids and notification to buyer." However, Computer Museum discloses an internet 
auction, similar to that in Save the Earth, wherein participants were notified by e-mail as to 
whether their bids were accepted or not and fiirther were notified after the auction had been 
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terminated (see paragraphs 9 and 10). It would therefore have been obvious to one having 
ordinary slcill in the art at the time of the invention to have incorporated this teaching of 
termination and notification in the auction of Save the Earth beca\ise Computer Museum provides 
the well-established means of communicating over the internet, i.e. e-mail, in an internet auction. 

Additionally, Save the Earth is vague in disclosing the limitations of "generating an 
identification code to uniquely identify said item." However, From Army Knives to Gold Coins 
discloses that Acorn Collector Services Network provides its 350 subscribers descriptions of 
coins and other collectibles (see page 1, paragraph 4); the coins are registered by an accepted 
organization prior to their offering and they are offered for sale as individual items on the 
database (see page 2, paragraph 10). In the art of purchasing or making a transaction for a 
desired item, whether on the intemet, in a store, or in a catalog, the desired item is identified by a 
name or code in order to provide the purchaser with information about the particular time and/or 
to insure an accurate purchase of the particular item. It would therefore have been obvious to one 
having ordinary skill in the art at the time of the invention to have incorporated this teaching of 
providing identification of the item in the auction of Save the Earth becaxise From Army Knives to 
Gold Coins provides a well-established means of identifying coins and other collectibles in the 
intemet auction. 

Additionally, Save the Earth is vague in disclosing the limitations of "a computerized 
electronic database of said data records." Although not specifically taught in Save the Earth, a 
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database is one that can be dispersed or replicated among different points in an network. Clearly 
in an auction system, various items and various information about the item for auction on the 
internet would need to be stored in a database on the network since a databases contain 
aggregations of data records or files that can consist of products, inventories, or profiles. 
However, From Army Knives and Gold Coins discloses a network with a database that has 
several different auctions or trading floors (see page 2, paragraph 7). It would therefore have 
been obvious to one having ordinary skill in the art at the time of the invention to have 
incorporated the teaching of a database in the auction of Save the Earth because From Army 
Knives and Gold Coins provides a database in the on-line system in the auction. 

As to claims 19. All auctions by nature result in a binding offer for the sell and purchase of 
an item in order to legally sell a sellers item. Auctions will clearly need to provide a binding offer 
in order to have a mutual promise to perform based on the sellers wishes or simply to agree on a 
particular buyers offer. Save the Earth does not explicitly teach the method "contracting with said 
seller participant to create a binding offer to auction said uniquely identified item through said 
auction process." However, From Army Knives to Gold Coins discloses the Registered Coin 
Trading Floor registers the coins by an accepted organization prior to their offering (See page 2, 
paragraph 11), It would therefore have been obvious to one having ordinary skill in the art at the 
time of the invention to have incorporated the teachings of registering the item for auction prior 
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to offering it through the auction process for upholding a legal obligation to auction the seller's 
item. 

As to claim 20, although not specifically taught in Save the Earth, all transactions from the 
sell, purchase, or auction of an item whether in a store, in a catalog, or on the internet provides 
the purchaser or bidder wdth payment instructions in order to successfully handle the transfer of 
ownership of an item. Internet auctions would clearly need to provide payment instructions to 
bidders in order to guarantee buyers payment and to complete such binding offer between the 
seller and the buyer. Save the Earth is vague in disclosing the limitations of "providing payment 
instructions to said internet participant with said high bid in said auction process." However, 
Computer Museum discloses those participants with winning bids were contacted by the museum, 
their auction registration information was verified, and the museum arranged for payment and 
delivery (see paragraph 1 0). It would therefore have been obvious to one having ordinary skill in 
the art at the time of the invention to have incorporated this teaching of arranging for payment in 
the auction of Save the Earth because Computer Museum provides a well-established means of 
advising participants of the proper method of payment in order to transfer ownership of the 
particular item that was a successfully high bid. 
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4. Claims 18, 21, 52, 53, and 55, are rejected under 35 U.S.C. 103(a) as being unpatentable 
over Save the Earth in view of Computer Museum in view of From Army Knives to Gold Coins 
as applied to clain:is 17, 38, 51 and 54 above, and further in view of Official Notice. 

As to claims 18, 21, 52, 53, and 55, Official Notice is taken that the payment information 
from the auction participant is accepted before bids and the payment method is in the form of a 
credit card payment method. Although not specifically taught in Save the Earth, determining and 
designating a payment method in transactions or auctions is generally recognized as routine 
knowledge among skilled artisans within the transactional art. Accepting the payment information 
before the bids is used in a transaction environment in order to verify the validity of the payment 
and to minimize the risk of fraud and unauthorized use. 

Thus it woiild have been obvious to one skilled in the art at the time of the invention to 
incorporate the payment information from the auction participant is accepted before bids and the 
payment method is in the form of a credit card payment in the auction systems of Save the Earth 
in view of Computer Museum in view of From Army Knives to Gold Coins in order to provide an 
secure auction system with a verification process that reserves and verifies the payment of the 
auction participant's ability to pay for such items for auction and to enable authorization from a 
bank or clearing house to transfer ftmds for payment upon a successful bid. 

5. Claims 22, 26, 31, and 39 are rejected under 35 U.S.C. 103(a) as being unpatentable over 
Save the Earth in view of Experimental Market in view of From Army Knives to Gold Coins. 
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As to claims 22, 26. 3 1 » and 39 Save the Earth discloses an internet auction wherein items 
are presented to be viewed on Internet (see paragraph 3); items for auction are identified as to 
whom has ownership of the item (see paragraph 3; all items are autographed by the artist); 
scheduling the auction (see paragraph 3; from April 22 through May 21, 1995); items for auction 
are presented via the world wide web (see paragraph 3 and 4); participants are able to receive bids 
on items over the internet (see paragrs^h 5, lines 1-3). It is inherent to one havmg ordinary skill 
of the art that an WWW site contains a mapping module. A World Wide Web page contains a 
Uniform Resource Locator (URL) which represents an address for a resource on the Internet. 
Therefore, a URL specifies the protocol to be used in accessing the resource and the URL is 
mapped into a World Wide Web server to retrieve World Wide Web documents and data. 

Save the Earth is vague in disclosing the limitations of "said computer executing an 
auction program that schedules multiple simultaneous auctions of items for auction on the 
Internet." However, an article on Rxperimental Market Economics by Smith et al published on 
9/91 of Scientific America discloses that double oral continuous auctions were carried out via 
computer networks. The double continuous auctions allowed participants to bid on various 
commodities simultaneously as shown in Fig.2 and as discussed on page 6. Although this 
experiment was not conducted via the Internet, clearly the same elements that are required for an 
Internet auction were in place. For example, various buyers were at their own terminals and a 
central computer or database controlled the information distributed to all participants. Therefore, 
it would have been obvious to one having ordinary skill in the art to incorporate this already 
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sophisticate programming of Experimental Market Economics and adapt it for use on the Internet 
with the auction system of Computer Museum for making simultaneous actions available, to allow 
the auctions to move more quickly, and to allow participants to continually engage in the auction. 
This process will prevent participants from having to wait for a particular item of interest nearly as 
long to be auctioned if more than one took place at a time. 

Additionally, Save the Earth is vague in disclosing the limitations of "a computerized 
electronic database of said data records." Although not specifically taught in Save the Earth, a 
database is one that can be dispersed or replicated among different points in an network. Clearly 
in an auction system, various items and various information about the item for auction on the 
internet would need to be stored in a database on the network since a databases contain 
aggregations of data records or files that can consist of products, inventories, or profiles. 
However, From Army Knives and Gold Coins discloses a network with a database that has 
several different auctions or trading floors (see page 2, paragraph 7). It would therefore have 
been obvious to one having ordinary skill in the art at the time of the invention to have 
incorporated the teaching of a database in the auction of Save tiie Earth because From Army 
Knives and Gold Coins provides a database in the on-line system in the auction. 

6. Claims 23-25, 27, 28-30, 32-37 are rejected under 35 U.S.C. 1 03(a) as being unpatentable 
over Save the Earth in view of Computer Museum in view of From Army Knives to Gold Coins 
as applied to claims 22, 26, 31 , and 39 above, and further in view of Nahan et al (5,664,1 1 1). 
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As to claims 23, 25, 28, 29, 30 and 32, each claims are directed toward payment 
information, payment instructions, and processing payment instructions from various accounts 
such as credit card, transfer of funds, or escrow accounts. Processing a payment from various 
accounts during a transaction is well known in the art in order to complete a transaction and to 
transfer ownership of an item that was purchased. Selecting the type of account for payment 
depends solely on the method of payment the seller prefers, therefore, any type of account, i.e. 
credit card, debit card, check, cash, etc., can be implemented to complete a transaction. On the 
other hand, performing a transaction during a live auction would be very similar to completing a 
transaction for the purchase of an item, however, the transaction would take place only between 
the seller and the highest bidder. Save the Earth in view of Computer Museum is vague in 
disclosing the limitations of "a transaction processing module connected to data interface, said 
transaction processing module receiving payment information from participants of said multiple 
simultaneous auctions," "an accounting module connected to said transaction processing module, 
said accounting module maintaining financial accounts for said seller of an item for auction at said 
simultaneous internet auction apparatus," "means for receiving payment instructions from said 
internet participants in said simultaneous internet auctions," "means for processing payment 
instructions to transfer funds from an internet auction participant's account to another account," 
"means for processing payment instructions to transfer funds from said internet participant's 
account to an escrow account accessed by said simultaneous internet auction apparatus, and 
means for deducting a predetermined amount from said transaction and depositing said deducted 
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predetermined amount to a second account accessed by said simultaneous internet auction 
apparatus " and "means for maintaining private accounts for a plurality of sellers at said 
simultaneous internet auction apparatus." However. Nahan et al discloses if after the issuance 
of a receipt confirmation the buying dealer indicates his acceptance of the work, or if a 
predetermined period of time elapses without notification of rejection of the work the system 
issues an artwork acceptance advice to the listing dealer. The escrowed purchase fimds are then 
transferred to the listing dealer's account and notification of the wire transfer is made 
electronically by way of a wire transfer advice to the listing dealer. (See col. 14, lines 31-49). It 
would therefore have been obvious to one having ordinary skill in the art at the time of the 
invention to have incorporated a method of payment in the auction system of Save the Earth in 
view of Computer Museum because Nahan et al provides a well-established means of transferring 
escrowed purchase funds on a network into an account for the listing dealer in order to provide an 
efGcient method of payment between a plurality of participants in an action system. 

As to claim 24, although not specifically taught in Save the Earth in view of Computer 
Museum in view of From Army Knives to Gold Coins, when purchasing or making a transaction 
for a desired item, whether on the internet, in a store, or in a catalog, the desired item is identified 
by a name or code in order to provide the purchaser with information about the particular item 
and/or to insure an accurate purchase of the particular item. Such names or codes can be 
implemented in a database of a computer system. Save the Earth in view of Computer Museum in 
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view of From Army Knives to Gold Coins is vague in disclosing the limitations of "a tracking 
code generator module connected to said data interface, said tracking code generator module 
generating tracking codes to uniquely track said items for auction." However, Nahan et al 
teaches a tracking inquiry if the main computer does not receive an indication of availability of a 
work which is the subject of a buy order within a predetermined period of time (see col. 1 8, lines 
52-56). 

Additionally, as to claims 27 and 33, although not specifically taught in Save the Earth in 
view of Computer Museum, a transactional or point-of-sale system on a network can be 
implemented to include a status notification to inform customers and sellers if a desired product is 
sold out. Save the Earth in view of Computer Museum in view of From Aimy Knives to Gold 
Coins is vague in disclosing "means for accessing a plurality of database and an item sold 
database." However, Nahan et al discloses an art report that comprises a print-out of one or 
more selected images and any relevant information about the work(s) which is stored on the 
system. This information includes the artist's name, title of artwork, date, size and medium and 
may include items such as bid date, conmion media, selling prices, data about the work itself such 
as previous selling price(s), etc., and whether the work has been reserved or sold (see col. 11, 
lines 60-67). 

As to claims 24 and 33, it would therefore have been obvious to one having ordinary skill 
in the art at the time of the invention to have incorporated the teachings of a tracking code 
generator, and accessing an auction database and an item sold database in the auction of Save the 
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Earth in view of Computer Museum because Nahan et al provides an efficient method of 
communicating with a buyer and seller, using database, information and the status of a particular 
item for auction. 

As to claims 34 and 35, although not specifically taught in Save the Earth in view of 
Computer Museum, all databases are accessed in numerous of ways since a database consists of a 
collection of data. In a network system, databases would be accessed by using some form of a 
search request to retrieve information in files or data records. Save the Earth in view of 
Computer Miiseum in view of From Army Knives to Gold Coins is vague in disclosing the 
limitations of "means for searching said inventory of items for auction in response to a search 
request for an internet participant," and "means for generating a search request to a second 
simultaneous internet auction apparatus in response to a search request from an internet 
participant." Nahan et al however teaches a search criteria is inputted through the intelligent 
terminals for selecting at least one of the stored electronic images for review (see abstract, lines 
14-16). The system provides member dealers access to an extensive and diverse collection of 
artwork fi-om the inventories of other member dealers around the world to satisfy the most 
demanding customers while, concurrently, offering member dealers the opportunity to sell their 
inventory throughout the world (see col. 2, lines 50-59). It would therefore have been obvious to 
one having ordinary skill in the art at the time of the invention to have incorporated the teaching 
of inputting a search criteria in the auction system of Save the Earth in view of Computer 
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Museum which is performed simultaneously as taught by Experimental Market Economics 
because Nahan et al provides an auction system that allows the participant the ability to search the 
databases of the auction system for a particular item of interest. 

As to claim 36, although not specifically taught in Save the Earth in view of Computer 
Museum in view of From Army Knives to Gold Coins, databases by nature are aggregations of 
data records or files such as sales transactions, products, catalogs, inventories, and customer 
profdes. Databases clearly can be implemented to archive information that may be accessed. 
Save the Earth in view of Computer Museum in view of From Army Knives to Gold Coins is 
vague in disclosing the limitation of "means for archiving information about times fi-om said 
inventory of items that were auctioned at said simultaneous internet auction apparatus. However, 
Nahan et al discloses a separate application of the system that can be used by the museiim to 
archive its own inventory with a file or color images and data for each work in its possession, 
which, together with the factual data, can be made available for their own curatorial uses .... 
(see col. 4, lines 62-67 - col. 5, lines 1-3). It would therefore have been obvious to incorporate 
the teachings of archiving an inventory with a file or color image in the auction of Save the Earth 
in view of Computer Museum in view of From Army Knives to Gold Coins because Nahan et al 
provides an efficient auction system with a sufficient, consistent, and accurate assessable database 
of the inventory of items. 
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As to claim 37, Official notice is taken that a means for generating electronic mail to 
apprise an Internet participant of upcoming auction events. Generating an electronic mail with a 
specific message is well known in the electronic mail distribution art and is generally recognized 
as routine knowledge among skilled artisans within the art. Thus, it would have been obvious to 
one having ordinary skill in the art at the time of the invention to implement electronic mail sent to 
the registers in Computer Museum to include an E-mail of upcoming auction events in order to 
keep registrants abreast and updated on events. 

Conclusion 

7. The prior art made of record and not relied upon is considered pertinent to applicant's 
disclosure. 

Dedrick (5,752,238) discloses a consumer-driven electronic information pricing 
mechanism including a pricing modulator and pricing interface containing multiple pricing options 
for electronic content and multiple content to advertisement ratios associated with the pricing 
options. 

Dozier (5,870,552) discloses a method and apparatus for publishing hypermedia 
documents over wide area networks such as the World Wide Web. 

8. Any inquiry concerning this communication or earlier communications &om the examiner 
should be directed to Demetra R. Smith, whose telephone number is (703) 308*6989. The 
examiner can normally be reached on Tuesday-Friday from 8:00 a.m. to 5:00 p.m. EST. 
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If attempts to reach the examiner by phone fail, the examiner's supervisor, Kevin J. 
Teska, can be reached at (703) 305-9704. Additionally, the fax phone for Art Unit 2764 is (703) 
308-9051 or 308-9052, (for formal communications intended for entry), or (703) 308-5397 (for 
informal or draft communications, please label "PROPOSED" OR "DRAFT'). 

Hand-delivered responses should be brought to Crystal Park II, 2121 Crystal Drive, 
Arlington, VA, Sixth Floor (Receptionist). 

Commimications via Internet e-mail regarding this application, other than those under 35 
U.S.C. 132 or which otherwise require a signature, may be used by the applicant and should be 
addressed to [Demetra.Sinith@uspto.gov]. 

All Internet e-mail communications will be made of record in the application file. PTO 
employees do not engage in Internet communications where there exists a possibility that sensitive 
information could be identified or exchanged unless the record includes a properly signed express 
waiver of the confidentiality requirement of 35 U.S. C. 122. This is more clearly set forth in the 
Interim Internet Usage Policy published in the Official Gazette of the Patent and Trademark on 
February 25, 1997 at 1195 OG 89. 

Any inquiry of a general nature or relating to the status of this application should be 
directed to the Group receptionist at (703) 305-3900. 





Patent Examiner 
Group Art Unit 2764 

June 2, 2000 
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Serial Number: NOT ASSIGNED 
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For: METHOD AND APPARATUS FOR FACILITATING 

INTERNET COMMERCE THROUGH INTERNETWORKED 
MARKETS AND AUCTIONS 



PRELIMINARY AMENDMENT 

Assistant Commissioner for Patents 
Washington, D.C. 20231 

Sir: 

Prior to examination, please amend the application as follows. 
IN THE SPECIFICATION^ ^ 

Please change^e title of the invention to: 

Method And Apparatus For Facilitating Internet Commerce 
Through Intemetworked Maricets And Auctions 
Page 1 , Lineal , after the Title of the Invention, please insert the following: 



OO -This patent application seeks priority from^. S. Patent Application Serial No. 



09/166,779 51ed October 6. 1998, which is a n divisionol of U.S. Patent Application Serial No. 



I 09/166,779 51ed October 6. 1998, which is ■ ' 

A 

08/554,704, now U.S. Patent No. 5,845,265, filed November 7, 1995 and U.S. Patent Application 



->1 



serial No. 08/427,820 filed April 26, 1995, ail of which are incorporated herein by reference in 
their entirety.— 



m THE CLAIMS: 

Please cancel clamTl-lO, without prejudice. 
Please add the following claims: 
1—11. A method of internetworking a plurality of computerized electronic databases 

2 which allows the transfer of an ownership interest m an item Jretween said plurality of databases 

3 comprising: 

4 creating a first computerized electronic database of data records, each said data 

5 record containing a description of an item, said data r«:ord/conveyinE an ownership interest of 

6 said described item to an entity; 

7 transferring said ownership interest in sMd described item from said entity to a 

8 second entity by denoting in said data record jff said described item the new ownership interest of 

9 said second entity; 

1 0 transferring said data reco/d containing said description of said item from said 

1 1 first computerized electronic database of data records to a second electronic database of data 

1 2 records in response to a command frybm said second entity. 

(1 12. The method of claim 1 ^?^dierein ;^aid data record at said second electronic database 

' 2 of data records maintains a data entry of saityiSrst ownership interest of said first entity. 
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1 3 . The method of claim 1 further comprising: 
receiving physical possession of said item described in said data record of said 

item by said first entity before said first endtWcreates said data record that describes said item at 
said first computerized electronic database J 

1 4. The method of claim 3 wherein a bailee relationship arises at said step of 
transferring ownership interest from saidprst entity to said second entity. 

15. The method of claim 1 lijther compnsmg: 
said first entity securing k bailee relationship with a third entity before said step of 

securing physical possession of said uabd or collectable good. 

1 6. The method of claim 1 fturt&er compnsmg: 
schediding said used dbod or collectable for auction at said second computerized 

database of data records in response to a command from said second entity. 
L?r I A method for auctioning an uniquely ideiitified item with a computerized 

electronic database of data records on the inteme^'fct^mprisingy 

^^^^ ^ creating a data record containinp;^ description of an iter^/^d data record 
connoting an ownership interest in said itena to a seller participanj^n said computerized 
electronic database of said data record 

t> /y'^'generating an iden ffli^tion code to miiquelyj dbnti^:jaidjtem^'^ 
(L scheduling an auction for said item^ said computerized database of record^ 
presenting said^em for auction to an audience of participant^^^^ugh a 
worldwide web mapping nwdule executing in conjunction with said computerized databas^ said 



worldwide web mappiog module translating information from said data record on said 
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11 computerized database of records to a hypertext mark up language format for presentation 

12 through the internet^ / 

1 3 receiving bids on said item from participants on the internet through an auction 

/ / 

14 process that executes jncwjimcjdpn^w^ coi^puteri zcd-database of data recordsf 

1 5 terminating said auction for said ^em when said auction process reaches 

1 6 predetermined cntchs^ 

1 7 notifying an auction participant of the high bid in said auction process; an^ 



1 8 providing said unique identification code to said auction participant with said high 

1 9 bid to uniquely identify said item.^ ^ 

1 ^ The method of claim further comprising: 

2 accepting payment information from said auction participant before accepting bids 

3 at said auction process from said auctjbn participant 

1 J^, y The method of claim^ further comprising: 

2 contracting with said seller participant to create a binding offer to auction said 

3 uniquely identified item through said auction process. 

^ S method of claim^}^ further comprising: 

/ 

2 providing payment instructions to said internet participant with said high bid in 

/ 

3 said auction process. / 

/ ^ 

1 ^ The method lOf claim wherein said payment iriformation is credit card payment 

2 information and further cmnprising: 
; said credit card payment information to authorize said payment before 

4 accepting a bid from s^d auction participant 
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1 An apparatus for conducting fully automated simdta^eous intern • 

2 comprising: 

3 a computer operationally connected to the internet; 

4 a storage device operationally connected to said computer, said storage device 

5 having a database of data records, said data records identi:^png an item for auction on the internet 

f 

6 by said computer, 0^ / 

/ 

7 a data interface operationally connected to said computer, said data interface 

8 providing an electronic connection between said computer and the internet; 

9 a worldwide web to database mapping module, said worldwide web to database 

10 mapping modxile providing a link between a hypertext mark up language page server and said 

1 1 data storage device having data records of sai<^ items for auction; 

12 an electronic mail module operationally connected to said data interface and 

13 executing on said computer, said electroni/mail module providing an information link to a seller 

14 of an item for auction that is represented^y said data record of said item for auction in said data 

1 5 record on said data storage device; anc^ 

1 6 said computer executing an auction program that schedules multiple simultaneous 

1 7 auctions of items for auction on thd internet, said auction program determining an opening bid ^ / 

18 for a particular item and deteimiiling whether the particular auction is with or without reserve. 

1 3^, I The apparatus ^fclaim^further comprising: 

2 a transaction^rocessing module connected to data mterface, said transaction 

3 processing module receiviifg payment information from participants of said multiple 

4 simultaneous auctions. / 





1 




2 




-5 
•J 




1 




2 




3 




4 




1 




2 




3 










rU 


4 




5 


i y 
M 


6 


■iO 
, ?• ■ 


7 








8 




9 




10 




1 




2 



The apparatus of claim^further comprising: 

a tracking code generator module connept^ to said data interface, said tracking 
code generator modiile generating tracking cc 
yt, ^ The apparatus of claim^fiiraer comprising: 

an accounting module ^nnected to said transaction processing module, said 

. . . • r./ . 1 . r -J ,1 ^ ^ . 



^ An apparatus for conducting fully automated simultaneous internet auctions 
comprising: j 

I ^ 

a commimication protocol stack executing on a computer, said communication 



computer means for maintaining an inventory of items for sale at said 



saia means lur aucuumug boiu^'iicuui uulu 5<uu mvciiLury \jl xlciii:> ouu uic^u lui Lciimuatui^ 

d auction of said item for auction. ^ ^ 
1 The apparatus /f claim^^J^Tin which said computer further provides: 

means for ncmfying a seller when an item in said inventory of said items has been 
3 sold at said auction. 



rii 



Q 



1 ''^^ The apparatus ofclaim^D in wMch said computer further pro^^ 

2 means for receiving payment instructions from said intemet participants in said 

/ . 

3 simultaneous intemet auctions. / 



1 p/^ The apparatus of claim ^in \diich said computer fiirtlier provides: 

2 means for processing payment instructions to transfer funds from an intemet 

3 auction participant's account to another account^ 

1 ^flr 1 1 The apparatus of claim 39 in which said computer further provides: 

2 means for processing payment instructions to transfer funds from said intemet 

3 participant's account to an escrow accoimt accessed by said simultaneous intemet auction 

4 apparatus, and means for deducting a predetermined amount from said transaction and depositing 

5 said deducted predetermined amount to a second account accessed by said simultaneous intemet 

6 auction apparatus. C 

1 3J(r The apparatus of claim ^^In which said computer further provides: 

2 means for securing access to said simultaneous intemet auction apparatus to 

3 prevent unauthorized sellers from modifying said inventory of said items for auction at said 

4 simultaneous intemet auction apparatus. 

1 The apparatus of claim J^^in which said computer further provides: 

2 means for maintaining private accounts for a plurality of sellers at said 

3 simultaneous intemet auction apparatus. ^ p 

1 To. I If The apparatus of ciaiin which said computer further provides: 

2 means for accessing a plurality of databases comprising an auction database and 

3 an item sold database. 
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1 1^ The ^paratus of claim^ in which said computer ^^er provide 

2 means for searching said inventory of items for ai^^tion in response to a search 

3 request for an internet participant. / 

1 ys. It The apparatus ofclaim3fl in which said computer further provides: 



2 means for generating a search request to a s.ecend simultaneous internet auction 

/ ^ 

3 apparatus in response to a search request from andnteraet participiant. 

1 ^ ^ The apparatus of claim ^in ;p^hich said computer further provides: 

2 means for archiving information about items from said inventory of items that 

3 were auctioned at said simultaneoij^temet auction apparatus. 

1 ^ ^1 The apparatus ^fcMni^iilwhich s^^ 

2 a means fo^nerating electronic mail to apprise an internet participant of 

3 upcoming auction eyrats. 

1 A method for auctioning used goods and collectibles with a computerized 

2 electronic database of data records comprising: 

3 creating a data record containing a description of a unique used or collectable 

4 good, said data record connoting an ownership mterest in said unique used or collectable good to 

5 an entity on said computerized electronic database of said data records; 

/' 

6 entering in said data record a reserve price for said unique used or collectable 

7 good; / 

8 scheduling an auction for said unique used or collectable good at said 

9 computerized electronic database of records; 



i 



10 presenting said used or collectable good for auction to an audience of participants 

1 1 through a worldwide web mapping module executing in conjxmction with said computerized 

12 electronic database of records, said worldwide web moping modlde translating information 

1 3 from said data record on said computerized electronic databas^of records to a hypertext mark up 

14 language for presentation to said audience of participants through the internet; 

1 5 receiving bids for said unique used or collectable good from participants on the 

1 6 internet at said computerized electronic database of data records; 

1 7 tenninating said auction for said \mique Used or collectable good when an auction 

a 

1 8 process executing in conjunction with said computerized electronic database of records reaches a 

1 9 predetermined termination point at said computerized electronic database of data records; and 
2 0 notifying an auction participant of the successful high bid at said computerized 
21 electronic database of data records. 

An apparatus for conducting fiilly automated simultaneous internet auctions 

comprising: 

a computer operationally connected to the internet; 

a storage device operationally connected to said computer, said storage device 
having a data record in a database of data records wherem said data record identifies a good for 
auction on the internet by said computer; 

a data interface operationally connected to said computer, said data interface 
providing an electronic connection between said computer and the Lntemet; 
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a worldwide web to database mapping module, said worldwide web to database 
mapping module providing a link between a hypertext mark up language page server and said 

storage device having data records of said goods for auction; 

/ 

an electronic mail module operationally/^oimected to said data interface and 
executing on said computer, said electronic mail mo^e providing an information link to a seller 



of a good for auction that is represented by said cjita record of said good for auction in said data 



record on said storage device; and 



/ 



/ 



said computer executing an adction program that schedules multiple simultaneous 
auctions of goods for auction on the inten^et, said auction program determining an opening bid 
for a particular good and determining whether the particular auction is with or without reserve, 
said auction program providing auctj6n results via said electronic mail module to said seller and 
a highest bid auction participant-/ 
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REMARKS 

This Preliminary Amendment is submitted to improve the grammar and form of 
the application and thereby fecilitate the prosecution thereof. No new matter has been added. 

The Commissioner is hereby authorized to charge any fees which may be required 
or credit any overpayment to Deposit Account No. 50-0206. 

Respectfully sufcmi 

Date: February 19, 1999 




ticg>dis G. Woolsfgn / 
Reg. No. 40,235 



Hunton & Williams 
1900 K Street, N.W., Suite 1200 
Washington, D.C. 20006-1109 
Telephone: 202/955-1500 
Facsimile: 202/778-2201 
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DECISION ON APPEM. 
This is a decision on appeal under 35 U.S.C. § 134 from the 
examiner's final rejection of claims 6-28, which are all of the 
claims pending in this application. 



Appellant's invention relates to consignment nodes. An 
understanding of the invention can be derived from a reading of ^ 
exemplary claim 6, which is reproduced as follows: 

FILED ^ 

NOV 2 8 2003 
WSSfwmmniNEmam 

US: DISTWCT COURT 
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6. A method .for creating a computerized market for used 
goods and collectibles using a, computer, .a database and a 
plurality of participant terminals comprising .the steps of : 

posting, a used or collectable, good on a market maker 
.computer by creating a data, record for said .good having an item 
identification and offer price; 

displaying in .response tp^ a participant, request fxom .said •. 
/.participant Vee^^ tb .display; ; said .data;Vrec6rdViiif ormat 
"^said participant' terminal; - ■■■■■.;V-:.-' 'V' '- ^ ' ■ • 

processing an order to buy said good from said participant 
terminal by transferring ownership of said good from a first' 
owner to a second o.wner and changing said data record to reflect 
a'nev offer price from said second owner; and 

posting said good on said market maker computer at said 
second owner offer price. 



The prior art references of record relied. upon by the 
examiner in rej.ecting the appealed claims, are: 

4,789,928 . Dec. 1988 

5,283, 73.1 . Feb. 1, 1994 

5,285,3,83 Feb/ 8, 1994 



5,526,479 Jun. 11,1996 

(filed July 29, 1992)' 



Claims 16-20 sdtand rejected under 35 U.S.C.. § 112, second- - 
paragraph, as being vague and, indefinite. 

Claims 6-15 and 21-28 stand rejected under 35 U.S.C. 



. Fujisaki 

Lalonde et . al . 
(Lalonde) 

Lindsey et al . 
(Lindsey) 

Barstow et al . 
tBarstow) 
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§ 103(a) as being unpatentable over Lindsey in view of Lalonde, 

Claims 16 and 18-20 stand rejected under 35 U.S.C. § 103(a) 
as unpatentable over Fujisaki in view of Lindsey. 

Claim 17 stands rejected under 35 U.S.C, § 103(a) as 
unpatentable over Fujisaki in view , of Lindsey^ and further in 
■view of Barstow.. ■ 

Rather than reiterate the conflicting viewpoints advanced by 
the examiner arid, appellant regarding the above-noted rejections, 
we make reference to the examiner's answer (Paper No. 30, mailed 
July 19, 1999) for the examiner *s complete reasoning in support 
of the rejections,, and to appellant ' s brief (Paper No. 28, filed 
March 12, 1999), Declaration and Supplemental Declaration, with 
accompanying exhibits (Paper No.s 23 and 27, filed September 15, 
1998 and March 12, 1999, respectively) for appellant's arguments 
thereagainst^ . Only those arguments actually made by appellant 



The Reply Brief filed on November 1, 1999 was not timely submittted. 
The Petition f iled May 2, 2000 for an Extension of Time under 3 6 CFR §1.137 (b) 
and for SuBpension of Rules under 37 CFR §1.183 was dismissed (Paper No. 37, 
niailed November 19, 2001) . However, the Petition Decision states that "it is 
appropriate to apply the principles thereof [relating to unintentional delay] 
to the situation at issue. Applicant may wish to consider filing. a petition 
to the Commissioner requesting acceptance of the delayed reply brief as if 
timely filed on the grounds that the delay was unintentional. A petition 
requesting acceptance of a delayed Reply Brief on the grounds of unintentional 
delay must be filed promptly and such petition must be accompanied by {IJ by 
the amended reply brief, unless previously filed, and (2) the petition fee set 
forth in 37 CFR 1.17(m), and (3) a statement that the 'delay was 
unintentional.'" Because appellant did not subsequently petition for 
acceptance of the delayed reply brief as unintentional the Reply Brief is not 
properly before us and cannot be considered. 
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have been considered in this decision. Arguments which appallan 
could have made but chose not to make in the brief have not been 
considered, .and are deemed to have been waived. See 37 CFH 
1.192 (a) . 



OPINION ' 




In reaching our decision in this, appeal,, we have carefully 
considered the subject matter on appeal, the rejections advanced 
by the examiner, and the evidence of indef initeness and 
obviousness relied upon by the examiner as support for the 
rejections- We have, likewise, reviewed and taken into 
consideration, in reaching our decision, appellant's arguments 
set forth in the brief along with the examiner's rationale in 
support of the rejections and arguments in rebuttal set forth in 
the examiner/ s answer . 

Upon consideration of the record before us, we reverse the 
rejection of claims 16-20 under 35 U.S.C. § .112, second 
paragraph, and affirm the rejection of claims 6-28 under 
35 U.S.C. §_103(a), except as otherwise noted, for the reasons 
cogently set .forth by the examiner, and add the following 
amplifying comments. 
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We begin with the rejection of claims 16-20 under 35 U.S.C. 
§ 112, second paragraph, as being indefinite. Claims are 
considered to be definite, as required by the second- paragraph of 
35 U.S.C. § 112, when they define the metes and bounds of a 
claimed invention with a. reasonable degree of precision and; - 
•paT-ticularity/V See- Tn ' re Venezia ^ 53 0 F,2d 956, 95.8, 189 USPQ 
149, 151 (CCPA 1976). The examiner's position (answer, pages 8 
and 9) is that claim 16 attributes certain functions to software 
alone, i.e., that from the language "said caller program 
processing an opening bid" the: program alone is cited as 
performing certain functions and is not directly tied to the 
server alone. The examiner argues to the effect that even though 
claim 16 initially recites that the caller program is executed by 
the server computer, that the; later claimed functions attributed 
to the caller program are more extensive that the fiinctions 
initially listed as being performed as a result of execution of • 
the caller program by the server computer. 

From our review of claim 16, we are in agreement with 
appellant (brief, page 38) that in view of the language of claim 
16 that the server computer executes the caller program, that the 
later recitations of functions performed by the caller program 
are understood to be performed by the caller program as executed 
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by the server computer. Accordingly, we find the langxiage of 
claim 16 to be definite within the meaning of 3 5 U.S.C. § 112, 
second paragraph. The rejection of claims 16-20 under 35 U.S.C. * 
§ 112, second paragraph, is therefore reversed. 

We turn. next, to the rejection of claims 6-15.., and 21-28 under.. 
35 U.S.C. § 103 (a)' as unpatentable; over Lindsey in view of . 
Lalonde. We beg;in with independent claim 6. In rejecting claims 
under 35 U.S.C. § 103, it is incumbent upon the examiner to- 
establish a factual basis to supponrt the legal conclusion of 
obviousness. In re Fine . 837 F-2d 1071, 1073, 5 USPQ2d 1596, 

1598 (Fed. Cir. 1988) . In so doing, the examiner is expected to 
make the factual determinations set forth in. Graham v. John Deere 
Co^, 383 U.S. 1, 17, 148 USPQ 459,, 467 (1966), and to provide a 
reason why one having ordinary skill in the pertinent art would 
have been led to modify the prior art or to combine prior art 
references to arrive at the claimed invention. Such reason must 
stem from some teaching, suggestion or implication in the prior 
art as a whole or knowledge generally available to one having 
ordinary skill in the art. Uniroval . Inc. v. Rudkin-Wiley Corp. . 
837 F.2d 1044, 1051, 5 USPQ2d 1434, 1438 (Fed. Cir. 1988); 
Ashland Ojl , Inc. v. Delta Resins & Ref rac toiries . Tnr. ^ 776 F.2d 
281, 293, 227 USPQ 657, 664 (Fed. Cir. 1985); ACS Hosn . Svs . . 
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Inc. V. Montefiore Hosp. . 732 F.2d 1572, 1577, 221 USPQ 929, 933 
(Fed. Cir. 1984) . These showings by the exaniiner are an 
essential part of complying with the burden of presenting a prima 
f acd,e case of obviousness.- Note In re Oetiker . 977 F,2d 1443, 
-1445,, . 24 .USP.Q2d .1443, 1444 jFed. Cir..,; ,1992)... ..-^ that^ burdeix^.is ..; 
met , -the burden then shifts to the appilicant. to overcome the 
prima facie case with argument and/or evidence. Obviousness is 
then determined on the basis of the evidence as a whole. See 
id. ; In re Hedges , 783 F.2d 1038, 1039, 228 USPQ 685, 686 (Fed. 
Cir. 1986); In re Piasecki . .745 F-2d 1468, 1472, 223 USPQ 785, 
788 (Fed. Cir. 1984); and In re Rinehart . 531 F.2d 1048, 1052, 
189 USPQ 143, 147 (CCPA 1976). The examiner ' s. position (answer., 
page 4 and 5) is that Lindsey does not specifically teach that 
the system can be used for "used or collectable [sic] goods." To 
overcome this deficiency in Lindsey, the examiner turns to 
Lalonde for a teaching of a computer based system for posting 
goods for sale for electronic review by buyers where the system 
can be -applied to any field where conventional classified ads are 
useful, which, inherently includes used goods and collectibles 
goods. The examiner asserts ( id. ) that it would have been 
obvious to modify the teachings of Lindsey to include used and 
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collectable goods, in view of Lindsey's teaching of providing 
security against fraud in the marketing of goods. 

Appellant, asserts (brief, page 19) that the references fail 
to suggest specific claim limitations and that the references are 
not. properly combinable. , It is argued, {brief , . page .22)-.. that -the. 
\ specification defines a -market maker conputer*" as -"^a ' co that 
performs functions allowing a plurality of buyers and sellers to 
exchange goods where (1) the good can be shipped to a 
participant -designated location or (2) the participant may take 
electronic legal ownership of the good and post a new 
participant -defined offer or a reserve price."- Appellant *s 
specification also provides (pages 4 and 5) that .participants 
using, the market maker computer can. post buy at and sell at 
quantities and prices and may become a market maker for 
collectible goods." Appellant asserts (brief, page 22) that 
Lindsay does not disclose buying and selling of items on the 
computer and therefore does not .disclose the claimed market maker ^ 
computer. It is further argued . that . with respect to Lalonde, 
(ld_) that "cl assified advertisements do not rise to the level of 
buying and selling,".. Appellant additionally argues (brief, page 
23) that neither reference is directed to the claimed used goods 
and collectibles markets. Moreover, appellant argues (brief-. 
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page 24) that there is no teaching or suggestion in Lindsey cf 
changing a price after a change in ownership.. 

We find that Lindsey discloses (col. 2, lines 19-21) a 
■computerized system for trading baled cotton. The invention is 
applicable to other commodities, such as grain, lumber, .etc. 
(col. 3, lines 43. and 44), Lindsey further : discloses ^ {col/ 3^^ 
lines 40-43) that. 'Milt is to be understood, however, that the 
principles and concepts- of the. invention can be utilized in other 
environments and are not thereby limited to commodities or the 
equipment shown" and (col. 1, lines 35 and 36) that "[w]hen 
trading commodities, as. perhaps other types of goods . . 

From the disclosure of Lindsey that the invention is not 
limited to the trading of commodities, we find that an- artisan 
would have been motivated to trade, i.e., buy and sell non 
commodities, such as used goods or collectibles. We find the 
language "used goods and collectibles" to be a very broad 
definition of goods, encompassing a wide variety of goods across 
a- spectrum of areas that can be broadly considered as being "used 
goods and collectibles." Although the examples of commodities or 
automobiles provided by Lindsey are directed to the trading of 
goods that include warehouse receipts or evidence of title, that 
purchase or sale of many used and collectable goods inherently 
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come with evidence of ownership, such as a sales receipt. In 
addition, when Lindsey discloses that the invention is not 
limited to commodities, Lindsey does not state that the non- 
commodities require a title. In any . event, we find that Lalonde 
idiscloses -.{col.. 1; line 67 through col.. 2, line 2.}_ a computer 
based classified ad system, Lalonde further discloses (col! 3, ' 
lines 49-51) that "[i]n general, the system of the present 
invention can be applied to any field in which conventional 
classified .ads are useful." From the disclosure of Lalonde that 
"the invention can be applied to any field in which classified 
ads are useful" we find that Lalonde 's classified ad system is 
directed to the buying and selling of used and collectable goods. 
We agree with the examiner (answer, page 5) that the. "any field 
in which conventional classified ads are useful" inherently 
includes used goods and collectibles. In addition, although the 
examiner additionally relies upon Lalonde for a teaching of 
searching posted goods to match buyers with sellers, we find that 
this feature is disclosed by Lindsey, who discloses (col. 4, 
lines 52-55) that the invention provides coordinated interaction 
between the various gins, warehouses and buyers to achieve an 
effective and efficient cotton trading program, and that (col. 
30, line 66 through col. 31, line 11) a producer can display all 
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of his lots of cotton with their quality characteristics and 
quoted market value. Some farmers access the system using their 
own PCS, while others go to the gin where public PCS are 
• available. The gin clerk can list a lot or query the system for 
them. At any . time,, there are approximately 4 0. buyers on the; 
system.'. Froin this disclosure of Lindsey, we f ind that a 
prospective buyer can search- the system for items to be 
purchased. 

We are not persuaded by appellant's assertion (brief, page 
22) that Lindsey does not disclose the claimed mar}cet maker 
computer which provides for goods to be shipped to a participant- 
designated location or posting a reserve price. From our review 
of claims 6 and 13.-15,. we. find that these limitations are not 
found in the claims., and we decline to read into the claims 
limitations not found therein. 

.We are not persuaded by appellant's assertion (brief , page 
22) that Lindsey does not disclose buying and selling items on 
the. computer system. From our review of Lindsey, we agree with 
the examiner, for the reasons set forth oh page 16 of the answer, 
that Lindsey discloses buying and selling of . items on the 
computer system. We .add that Lindsey discloses (col. 28, lines 
66-68) tliat the. system provides "an efficient and effective means 
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of executing transactions between all the. major cotton buyers and 
sellers." Lindsey additionally discloses (col. 28, lines 48-51) 
that "[b]uyers scan the. system for lots offered by producers, 
make competitive blind bids, buy at a firm asking price or enter 
a coimter /off er.; bid , We. find these^ transactipns^ be^^ 
and sellers to "teach .the buying, and selling of; good^'.. oh the ■ : 
computer system. 

We are not persuaded by appellant's assertion (brief., page 

22) that Lalonde is not directed to a market maker computer. 
Firstly, we find that the. computer system of Lindsey is a "market 
maker" computer because it provides for the trading of goods, 
including the trading of goods multiple times (col. 23, lines 46 
and 47). Secondly, we note that Lalonde is not relied upon by 
the examiner for a teaching of a market maker computer, but 
rather for a teaching of the use of used goods and collectibles 
in 'computerized classified ads. 

We are not persuaded by appellant ' s assertion (answer, page 

23) that the references do not disclose changing the data record 
to a new offer price selected by the new owner when posting the 
goods at the new owner »s offer price. Nor do we agree with the 
examiner's reliance (answer, page 17) on "common knowledge" as 
"common knowledge" is the wrong standard to be applied. . However, 
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Lindsey discloses (col. 23, lines 46-47) that "[t}he commodity 
can also be traded multiple times inside or outside the trading 
system 8." We find from the disclosure of Lindsey that during 
multiple trading of a commodity, the offer price will reflect an 
offer price by the new owner. Claim € recites . that, the; data 
record reflects a new. of fer price from the second owner. The 
claim language, as drafted, can read on the new price being less 
than, the same as, or more than the original price paid by the 
second owner. Whatever price is set by the commodities trader 
who is the second owner, it is a new offer price to that second 
owner, and is inherently met by Lindsey. Because Lindsey 
discloses that a commodity can be traded multiple times within 
the system, we find that Lindsey discloses appellant's market 
maker computer, as it creates a market for the- same item to be 
traded multiple times. 

We are not persuaded by. appellant ' s assertion (brief, page 
23) that Lindsey does not disclose offering goods at any price, 
but rather uses price information as confirmation of an agreement 
made outside of the computer system. As stated, supra , because 
Lindsey discloses that buyers scan the. system for lots offered 
and buy at a firm asking price, we find that Lindsey specifically 
discloses the buying and selling of goods on the system. 



c 



.Appeal No. 2000-1192 Page 
Application No. 08/427, -820 

We are not persuaded by appellant's assertion (brief, page 
23) that Lalonde does not disclose transferring • ownership of a 
good from a first owner to a second owner. Nor does Lalonde 
disclose "setting a new' of f er price by the second owner. As the 
examiner lias not relied upon Lalonde. for these features., we find 
appellant ' s arguments to be misplaced. . ■■ -^p- ''' --a::- ^ 

We turn next to appellant's Declaration and Supplemental 
Declaration regarding commercial success and long- felt need in 
the art. We begin, with the issue of commercial success. 

Appellant asserts (brief, page 20) that "[s]ystems enploying 
features of • the claimed invention are enjoying widespread and 
massive commercial success." It is asserted ( id. ) that "[t]he 
Supplemental Declaration provides further objective third-party 
evidence that the conimercial success of features of the claimed 
invention are now massive and widespread (^4)." Appellant argues 
that the Internet now contains at least 150 systems dedicated at 
least in part to creating an electronic market for used and 
collectible goods, and that the Supplemental Declaration provides 
overwhelming evidence that aspects of the claimed invention a 
level of commercial success that demonstrates non-obviousness. 
Appellant additionally argues ( id. ) that the licensing of the 
invention is additional probative evidence of the non obviousness 
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of the claimed invention. We find that, the Declaration states (<i 
18) that in some aspects., the- claimed invention has met with 
great commercial • success and acclaim by those skilled in the art. 
Appellant cites as' examples 4) a Trailblazers Award given to 
E-Bay for an. online auction model, and a s.tatement in the Press 
i^ei ease 'that slioppers spend more time on eBay than any other 
electronic commerce sale. The Supplemental Declaration states 
(^4) that Onsale and eBay sold more than $250 million in products 
in 1997 and that and that sales for 1998 are expected to be $1 
billion. It is a-sserted ( id. ) that the success of the electronic 
market will further explode by the integration of seamless re- 
posting of goods as described by the claimed invention, and. that 
participants will be able to make money by speculating in a safe, 
and secure, environment. 

Objective evidence of nonobviousness including commercial 
success must be commensurate in scope with the claims. In re 
Tifgin, 448 F.2d 791, 171 USPQ 294 (CCPA 1971). In order to be 
commensurate with the scope of the claims, the commercial success 



must be due to the claimed features, and not due to unclaimed 
features, ^' Joy Technologies Inc. v. Manbeck . 751 F. Supp. 225, 
229, 17 USPQ2d 1257, 1260 (D.D.C, 1990), aff'd, 959 F.2d 226, 
228, 22 USPQ2d 1153, 1156 (Fed! Cir. 1992)." Appellant's 
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assertion Declaration 18) that "in some aspects, the claimed 
Invention has met with great commercial success" does not 
establish that the commercial success was due to the claimed 
features: A declaration attributing .commercial success to a 
product, or process according to the disclosure and claims or 
equivalent, language does not does not establish a nexus between 
the claimed invention and the commercial success. Nor does 
appellant's assertion establish that whatever commercial success 
occurred is attributable to the claimed invention. Ex parte 
St^n^ish, 10 USPQ2d 1454, 1458 {Bd. Pat. App. Inter. 1988.).. In 
ex parte proceedings before the Patent and Trademark Office, an 
applicant must show that the claimed features were responsible 
for the commercial success of an article. if the evidence of 
nonobviousness is. to be accorded stibstantial weight. See in re 
iJuana/ 100 F.3d 135, 140, 40 USPQ2d 1685, .1690 (Fed. Cir. 1996). 
We. are not persuaded by .appellant • s exhibit showing that the 
internet contains at least 150 systems dedicated in part t.o 
creating an electronic market for used and collectible goods^ . 
There is no evidence in the record of which of these companies 



^ Exhibits A and B attached to the Supplemental Declaration. 
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are enjoying commercial success, and no evidence that any 
commercial success is due to appellant's claimed invention. 
Appellant's statement in the' Supplemental Declaration (H 4.) that 
"[t]he claimed inventions electronic market for used and 
collectible goods aspect-, has. achieved great:;, commerciail^..,^ 
does- not tie the specif ic limitations of any o*f ;;tHie^-:':clairns to "^the 
asserted commercial success. In addition, the fact that Onsale 
and eBay had $250 million in sales in 1997 does not establish a 
nexus between the sales and the claimed invention. 

Even assuming that the appellant had sufficiently 
demonstrated commercial success, that success is relevant in the 
obviousness context only if it is established that the sales were 
a direct result of. the unique characteristics of the claimed 
invention, as opposed to other economic and commercial factors 
unrelated to the technical quality of the claimed subject matter. 
See Cable Elec . . 770 F.2d at 1027, 226 USPQ at 888. In other 
words, a nexus is required between the sales and the merits of 
the claimed invention. In ex parte proceedings before, the Patent 
and Trademark Office, an applicant must show that the claimed 
features were responsible for the commercial success of an 
article if - the evidence of nonobviousness is to be accorded 
substantial weight. The Declaration contains an assertion that 
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in some aspects, the claimed invention has met with great 
commercial success. .The Declaration does not define the specific 
aspects referred to. The Supplemental Declaration (Us 4 and 6) 
also refer to "aspects" of the invention and the electronic 
market enjoying commercial success dp not .establish the required :, 
nexus. Appellant statement^ that the success of this electronic 
market will further explode, by. the integration of the seamless 
re-posting of the goods as described by the claimed invention, is 
not persuasive for three reasons. Firstly, the statement refers 
to future commercial success, and secondly refers to only a 
single limitation of the claimed invention. It is the claims as 
a whole that are to be considered. Thirdly, appellant has not 
shown that this feature was used by those, enjoying commercial 
success, and that^ the commercial success was due to the claimed 
invention. Furthermore, appellant has failed to submit any 
factual evidence that would demonstrate the nexus between the 
commercial success and the claimed invention. Appellant has 
never provided a one-to-one correspondence between the claims and 
the commercial success. Moreover, commercial success can result 
from a variety of factors, such as ease of use of eBay's sys.tem, 



^ Supplemental Declaration, 1l4 . 
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customer service, system reliability and security, etc. 
Appellant has not established that the commercial success enjoyed 
by eBay is a direct result of eBay * s use of appellant's claimed 
invention. Nor has ' appellant demonstrated that eBay used 
appellant ' s claimed invention, to establish its commercial . ,. 
success.- Appellant's assertions that "some aspects" of the 
invention have resulted in commercial success is insufficient to 
establish a nexus between the commercial success and the claimed 
invention. In sum, appellant has not shown how the commercial 
success is attributable to the claimed invention. Evidence of 
commercial success of systems not covered by the claims subject 
to a rejection under 3 5 U.S.C. § 103 is not probative of 
nonobviousness . See also In re GPAC . 57 F.3d 1573, 1580, 35 
USPQ2d 1116', 1121 (Fed. Cir. 1995) ; In re Paulseq . 30 F.3d 1475, 
1482, 31 USPQ2d 1671, 1^76 (Fed. Cir. 1994). 

With respect to the evidence of licensing of the invention, 
the license states that it is. for "use in the travel services * 
industry." We note that appellant's claims are not directed to 
the travel services industry. In addition, the. license refers to 
"patent number 5845265 and associated patents pending." The 
license does not specifically refer to the application before us 
on appeal. Nor does the license make clear which applications of 
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appellant are included in the license. ■ Nor has Appellant shown 
success of the licensing program. From all of the above, the 
evidence of. a license is given little weight. 

We turn next to the issue of long felt need. Establishing a 
longi felt need requires objective evidence, that an.. art recognized 
'prbbiem existed in the art for . a long period* of time without 
solution. Thus, the need must have been a persistent one that 
was recognized by those of ordinary skill, in the art.. See In re 
Gershon , 372 F.2d 535, 533, 152 USPQ 602, 605 (CCPA 1967). The 
Declaration does not establish that a long felt need existed 
since the Declaration fails to provide any evidence that, an art 
recognized problem existed in .the art for a long period of time 
without solut.ion. We are unpersuaded by appellant's assertion 
Declaration "(i 3) that "[a] scattered and un-harmonized used and 
collectable goods industry has existed for many, many years, " As 
evidence of this, appellant relies upon Exhibit A at page 1 which 
demonstrates that the need to buy and sell collections of used 
goods and collectibles, and that an organization dedicated to 
selling these goods has existed for over 200 years. 

From our review of Exhibit A, we find that the fact that 
Christie's Auction House has been selling goods for over 232 
years does not provide evidence of a scattered and un-harmonized 
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industry, but rather suggests that the industry was robust, in 
order. for the Company to have existed for such a long period of 
time. With respect to appellant's assertion. Declaration 4) 
that the prior art market was. created by a scatter shot 
.presenta^ etc., we.do not.^find any. 

e^^idence in any of . Exhibits A- C,,. referred to "by appellant, to 
support the' assertion that the presentation of shows, auctions, 
etc. was ''scatter shot." Nor are we persuaded by appellant *s 
assertion ( id. ) that the fact that the antique market is "very 
fragmented" is evidence of long felt need in the art. Exhibit B, 
referred to by appellant, is actually referring to the difficulty 
in trying to place a value on the entire, antique or collectible 
industry, due to the fact that there, are so many things that 
could or could not be classified as antique or collectible. Even 
with electronic market systems., the same issue exists that there 
are so many. things that could or could not be classified as 
antique or collectible that it is unclear as to how a dollar 
value could accurately be placed on the industry. We are not 
persuaded by appellant's assertion (Declaration,^ 5) that the 
Sotheby's Price Guide (Exhibit D) is evidence of "the prior arts 
fractious and static nature" as the Price Guide simply provides 
prices for various antiques such as pocket watches and bracelets. 



o 



o 



Appeal No. 2000-1192. Page 22 

Application No. 08/427,820 

In additidn't we do . not agree with appellant *s assertion 
(Declaration,. ^ 10) that the fact than Christie's Auction House 
has an Appraisal Service is evidence of an "extremely -long felt 
need indeed. " Although we agree that one. selling an estate will 
endeavor to obtain as close to. .the market, value, as . possible;.f pr.;_ 
their . goods, we f ind no evidence of any recognition -of -ian art * 
recognized problem that persisted for a long period of time 
without solution. Appellant asserts (Declaration, %s 15-17). to 
the effect that the nexus of the claimed invention to the long 
felt need is. the electronic settlement that allows participants 
to speculate on used and collectible, goods without taking, 
physical possession of their goods themselves, which addresses 
the liquidation needs of the collector as well as the speculation 
needs of the^ prof essional intermediary dealers. However, for the. 
reasons discussed, supra , we find that appellant has failed to 
establish a. long felt need.. for the invention. Although 
electronic markets for used goods and collectibles, such as eBay 
have experienced commercial success, appellant has not 
established that there was an art recognized problem that existed 
in the art for a long period of time without solution. See In re 
Gershon , 372 F.2d 535, 538, 152 USPQ 602, 605 (CCPA 1967). 

Appellant further argues (Supplemental Declaration, that 
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the signing up of 1500 dealers for Sotheby^s Online Market with 
30 days of Sotheby's* s announcement of their electronic market is 
evidence of long- felt need in the art. We find that there can be 
many factors that would cause a large number of dealers to sign 
-up. with . Sothe^ in . a short .period, of, timey. including:: -, 
Sotheby's 's reputation as an auction house, and the -fact that the" 
creation of the Internet has created a new market for used and 
collectible goods that did not previously exist. In addition, 
appellant has not shown that Sotheby's was using appellant's 
invention, or that, the 1500 dealers signed up because appellant's 
invention was being used. . From all of the above.,, we find that 
appellant has failed to establish long felt need in the art. 
Accordingly, the evidence provided as to long felt need has been 
accorded little weight . 

We agree with the examiner (answer, page 14) that >'no art 
recognized problem is- articulated by this document, it merely 
comments on the launch of Sotheby's on-line auction without 
indicating the this is a solution to a long- felt need. Further, 
there is no showing that any success of Sotheby's in this regard 
is due to the merits of the claimed invention in solving any 
problem that might exist. Success by Sotheby's can be 
attributable to Sotheby's reputation and skill in handling 
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conventional auctions and their existing connections with 
professionals in this industry, ■ factors that have no bearing on 
whether the system of .Sotheby' s. solves some unmentioned long-felt 
need. As stated above, part of .proving long- felt need is that 
"the invention" must in fact, satisfy the need..-^ cA3w Sotheby ':;s haS; 
not been shown to incorporate th<e. claimed invention 'and as no 
evidence has been provided ' that the art recognized a persistent 
problem over a long period of time, it cannot , be said that the 
success of Sotheby's is germane to the instant application. 
Balancing the arguments presented and the evidence of . secondary 
considerations against the nrima facie case presented by the 
examiner, in view of all of the. evidence before us, we find that 
the evidence presented is insufficient to overcome the prima 
f aqi^ case of obviousness set forth by the examiner. 
Accordingly, the rejection of claim 6. under 35 U.S.C. § 103(a) is 
affirmed. As claims 13-15 fall with claim 6 (brief, page 10), • 
the rejection of claims 13-15 is affirmed. 

We turn next to claim 7. Appellant asserts (brief, page 25) 
that neither Lindsey nor Lalonde teaches creating accounts or 
debiting accounts. From our review of Lindsey, we find that 
Lindsey discloses (col. 6, lines 65-68) implementing the use of 
electronic fund transfer, and the use of "drafts and wire 
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transfers of fiinds- prior to title transfer" (col. 31, lines 39 
and 40) . From these teachings of Lindsey, we agree with the- 
examiner (answer, page 22) that Mtjhose of ordinary skill . in the 
art would have readily appreciated that electronic, ftmds transfer 
in,a trading, system requires both the buyers, and sellers have 
accounts and ■ that the buyer ' s^ account be deibitedr:f or^:the purchase 
made." We find this to be supported by. the disclosure in Lindsey 
that "in the event electronic funds transfer is implemented into 
the system 8, other files and databases can be added for carrying 
out such enhanced activity." Accordingly, the rejection of claim 
7 is affirmed- 

We turn next to claim .8. Appellant asserts (brief, page 26). 
that claim 8 recites, "creating an option to buy or sell goods at. 
some future date at a specific quantity and price; and selling 
said option to a participant." The examiner takes Official 
notice (answer, .pages 22 and 23) that- creating and selling 
options is old and well known. We find that although not brought 
to our attention by either the examiner or appellant, .Lindsey 
discloses (col. 38, lines 45-48) a marketing alternative allowing 
producers to purchase cotton options : i.e., puts or calls, as 
hedges to their actual cotton production. From the d.isclosur:e of 
Lindsey allowing the marketing alternative of purchasing options. 
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we find, that Lindsey suggests the limitations .of claim S. 
Accordingly, the rejection of claim 8 under 35 U.S. C. § 103(a) is 
af firmed - 

We turn next to claim 9. Appellant asserts {brief, page 26) 
that, claim. 9 recites, "pooling the assets, of a legal owner of a 
piuralitT^ :of V.^o^ and^ selling shares in said pool 

of assets from said step of pooling to a participant, " and argues 
that this limitation is not taught or suggested by the prior art. 
The examiner takes Official notice, that pooling assets and 
selling shares is well Jcnown. in the art.. Although not brought to 
our attention by either the examiner or appellant, V7e find that 
Lindsey discloses {col, 29, lines 51-57) that ''[b]y the 19S0's, 
PCCA was handling over 90 percent of its members' cotton. In 
other parts of the country, pools were used to collectively 
market - cotton. In a pool, the grower signs a contract and the 
title to . his cotton passes to the. pool. When the cotton is later 
sold, the grower receives the average price for that type of 
cotton, thus the grower assumes the market risk." From the 
disclosure of Lindsey o.f participants pooling assets to 
collectively market cotton and subsequently receiving a 
proportionate payment reflecting the average price for their 
share of the pooled merchandise, we find that Lindsey suggests 
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the limitations- of claim 9. Accordingly, the rejection of claim 
9 under 35 U.S..C._ § 103(a) is affirmed. 

We turn next to claim 10. Claim 10 recites similar language 
as claim 8 with respect to creating options. We will sustain the 
rejection of claim ..10 for the same reasons, applied\. su pra , with 
respect "to. .claim 8 . - Accordingly,. = the rejection^rpF^ia^^^^ 
affirmed. . 

We turn next to claim 11. Claim 11 recites ".electronically 
presenting a good from a- first computerized market to a second 
computerized market for goods by transferring said data record 
created in said step> of posting a good for sale from said first ■ 
computerized market to said second computerized market." 
Appellant asserts (brief, page 27) that there is no teaching in 
Lindsey or Lalonde for a first computerized market or for 
creating a second market. The examiner's position (answer, page 
2.3) is , that , the creation of a second market is a duplication of 
the of the system of Lindsey. Lindsey is directed to a 
computerized trading system (col. 2, line 18). In addition, we 
find that Lindsey discloses that the mainframe computer 10 is 
connected by a network 12 to remotely located gins and warehouses 
(col. 3, lines 45-47), and that mainframe computer 12 is also 
connected through the same or other types of networks to 
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commodity buyer terminals {col. -3, lines 50-53). Buyers can 
communicate with the mainframe through radio, satellite or other 
types of networks (col. 4, lines 36-39). In addition, the system 
operates across 11/000 miles of telephone lines (col. 35, line 
55) . . From the^ disicipsure of ..Lindsey that the system : extends;,. to . 
many gins and warehouses across different networks, ' we 'find t^ 
the trading of goods across different gins and warehouses can be 
considered to be the transfer of data records from one market to- 
another in the step of - ppsting the goods for sale in another 
computerized market. Accordingly, we find that Lindsey suggests 
the limitations of ' claim 11.' The rejection of claim 11 under 35 
U.S.C. § 103(a) is therefore. affirmed. 

We turn next to claim 12. Claim 12 recites "automatically 
paying a commission to said computerized market from said^ 
transfer of ownership of said good by said computerized market 
deducting said -commission from said purchase price paid to -said 
seller." Appellant asserts (brief, page 28). that Lindsey and 
Lalonde are silent with regard to commissions from the sale of 
goods- The examiner (answer, pages 23 and 24) takes Official 
notice that commission for selling an item is old and well known . 
Although not brought to our attention by either the examiner or 
appellant, we find that Lindsey discloses (col. 28, lines 52-55) 
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that "[e]very TELCOT transaction generates a commission for FCCA. 
On a typical day, TELCOT processed approximately 115,000 on-line 
transactions." From the disclosure of Lindsey that every 
transaction generates a commission/ we find that the computerized- 
trading system will inherently deduct t:he coTTtfTiission - from the . 
funds due to the seller. Accordingly, the rejection, bf claim' 12 
under 35 U.S.C. §103 (a) is affirmed. 

We turn next to the rejection of claims 1,6 and 18-20 under 
35 U.S.C. § 103;(a) as unpatentable over Fujisaki in view of 
Lindsey. The examiner's position (answer,, pages 6 and 7) is that 
Fujisaki discloses a system or electronic auctioning of used 
goods such as cars, but that Fujisaki does not specifically state 
that bidding is closed when no higher bids are received. The 
examiner asserts that such is well knovm in conducting an 
auction, and that it would have been an obvious siibstitution of 
equivalents to close the auction of Fujisaki when no higher bids 
are found. In addition, the examiner; relies upon Lindsey for a" 
teaching of transferring of ownership, and asserts ( id. ) that it 
would have been obvious to provide Fujisaki with electronic title 
handling as taught by Lindsey. 

Appellant asserts (brief, page 28) that the claims require 
means for clearing a "purchase re.quest from a user terminal, -and 
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the step of transferring ownership of • the item being auctioned 
from the first owner to the second owner.."* Appellant explains 
(brief, pages 28 and 29) that an item is cleared by paying for 
the item with a credit card, and that ownership is changed by 
changing the^^ record in the,, data record. - .Pujisaki does 

not disclose transfer of ownership to the new owner'' after the 
auction. However, from the disclosure of Lindsey of 
incorporating electronic fund transfer into the system (col. 6, 
■lines 65-68) and title transfer after payment is made (col. 31, 
line 40), we find that an artisan would have been motivated to. 
provide the electronic auction of Fujisaki with clearing of a 
..purchase and transfer ownership to the buyer of items at the 
auction. As acknowledged by appellant (brief, page 29) Lindsey 
transfers ownership on the data record after payment is made. 

It is further argued (brief, page 3 0). that neither Fujisaki 
nor Lindsey discloses the steps of receiving bids or posting 
bids. From our review of Lindsey, we find that Lindsey discloses 
-the use of an auction. Specifically, Lindsey discloses allowing 
blind bidding on cotton for a period of 15 minutes. After the 15 
minutes has passed, the computer- closes the bidding' .and awards 
the cotton to the highest bidder,, provided the price is equal to 
or above the predetermined minimum (reserve price) set by the 
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producer (col. 31, line 51 through col. 32, -line 2). Thu5, 
Lindsay discloses receiving, bids, but does not disclose posting 
the bids as the auction is a blind auction,. However, Fujisaki 
discloses both receiving, and posting the bids by the least most 
./sigpiticant. front, conputers;. siee. (col- 7.v/ lines. 2:4-.-28:) . which \ 
: recite- 'that. " [i]n the performance of the auction operation, a POS 
bid-up signal is input at the same time as the start of bidding, 
and the price is bid-up at predetermined increments of e.g. 3000 
yen (approximately 20 dollars) whenever a PCS bid-up signal is 
' input . " ■ 

From the disclosure of Fujisaki of receiving bid-up signals 
from the dealer ' terminals and incrementing the price in 
approximately 2 0 dollar intervals, we find that Fujisaki meets 
the limitations of receiving -and posting bids. We are not 
persuaded by appellant's assertion (brief, page 3,1) that there is 
no trading in Lindsey. We find that Lindsey discloses (col. 2, 
line 18) "a computerized trading system." Nor are we persuaded 
i^y appellant ^s argument (brief, page 31) that the combination of 
Fujisaki and Lindsey creates a per se illegal system because 
title to cars is state regulated, and generating a car title 
would be the crime of forgeiry under state law. Firstly, we note 
:that Fujisaki is not limited to the auctioning of automobiles. 
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Fujisaki states (col. 14, lines 43-46) that ."[t]hough the above- 
described en±)odimeiit relates to^ an auction of used cars, the 
auction information transmission processing system is not limited 
to used cars but can be applied to the auctioning of various 
^ .articles^ states, .(icol/. v l,.^.,lines. . 2 

[o].ther .types 'of goods ^such :^as^|grain;^''ar^^^^ 
by warehouse receipts, or other evidences of title. As other 
examples, many types of personal property, such as automobiles, 
are bought and sold using a documentary type of title. " 

From these teachings of the prior art, we find that Lindsey 
. suggests use of his trading system for the trading of 
automobiles, and that while Pujisaki refers to automobiles in an 
exemplary fashion, fujisajci's system can be applied to the 
auctioning of various articles. From all of the above, we find 
that the examiner has established a prima facip, case of 
obviousness of claims 16 and 18-2 0 has not been successfully been 
rebutted by appellant. Accordingly, the rejection of claims 16 
ahd 18-20 under 35 U.S.C. § 103(a) is affirmed. 

We turn next to claims 21 and 26-28, rejected under 35 
U.S.C. § 103(a) as unpatentable over Lindsey in view of Lalonde. 
Appellant asserts (brief, page 31) that for the reasons given 
above with respect of claim 6, neither Lalonde nor Lindsey 
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disclose an electronic marketing system or a market maker 
computer, . We make reference to our findings, suora , with respect 
to the teachings and suggestions of Lindsey and Lalbnde as 
applied to claim 6, and find for the same reasons that Lindsey 

^i??.-'- electronic market, and -a.: market-maker, 

computer- With- respect to appellant's assertiorr ^tbrief 
that the invention allows participants to speculate on the price 
of used and collectible goods in an electronic market place and 
is directed to used and collectible goods, we find that Lindsey 
suggests allowing participants to speculate on the trading of 
used and collectible goods, based upon our findings, su pra . with 
respect to claim 6. We are not persuaded by appellant's 
assertion (id- ) that Lindsey does not teach or suggest a 
plurality of terminals for displaying a record, but rather 
describes a single participant terminal for displaying a single 
record of a good. . It is argued (i^) that ^V[i}t is not 
contemplated in Lindsey' s computer system that more than one 
participant buyer would have the opportunity to see the 
data record of a good since the seller would only give the sale 
number to the ione buyer with whom the seller has struck the 
deal." We find that Lindsey discloses (col, 3, lines 50-53) that 
the mainframe computer 10 is connected through networks 18 to 
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commodity buyer terminals 18. The buyer terminals are computers 
which communicate with- computer 10 through radio, satellite, or 
other types of terminals (col. 4., lines 3 6-40) . All remotely 
located terminals can communicate with mainframe computer 10 
(co^l 4, lines -24t28),- ^ Tiie system handler. 115 j.. 00^^^^ 240., 000 
computer-=-transactions^ per day ^ (col . 28 > ' liiiets ' s '^^^ Buyers 
scan the., system- for lots offered bv producers , make, competitive 
blind bids, buy at a firm asking price or. enter a counter offer 
bid {col. 28, lines .48-51) {underlining added) . In addition, the 
system provides, an efficient and effective means of executing 
transactions between buyers arid sellers, (col.. 28, lines 66-68). 

Moreover, Lindsey discloses that some, fazmers have their own 
PCs to access TELCOT, while others prefer to go to the gin where 
public PCs are available (col. 31, lines 2-5). There are 200 
gins (col.. 28, line 8). At any time, there are approximately 40 
buyers on the system,, including buyers form Japan, South Korea, 
Taiwan and several European countries (col. 31, lines 10-15). 
From these teachings of Lindsey, we find that Lindsey discloses 
plural terminals that are used by multiple buyers to scan 
available bales and block of bales of cotton. 

It is further argued (brief, page 33) that " [e] ven if one 
could properly combine Lindsey with Lalonde, the combination 
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neither teaches nor suggests a sys.tem that effectuates 
instructions for selecting and receiving payment instructions." 
From our findings, supra , that Lindsey discloses incorporating 
the use. of electronic fund transfer into the system, and wire 
. transfers prior to,.^title. transfer (col. 31, lines 35-42) , we ;find 
•that' liindsey . suggests :providing - the system 'WitH'^he-^^ability tb^ ■'■ 
receive and process p^ayments from buyers of goods. It is further 
argued (brief, page 34) that Lindsey is directed to the provision 
.of security in the title transfer of items having bearer • 
documents and specifically does not provide security against 
fraud in the marketing of goods. 

Lindsey discloses that commodities can be collectively 
traded together and represented by a single document that' 
evidences title to the entire group (col. 1, lines . 35-38 ) . 
However, the title is susceptible tio loss, damage or theft (col. 
1, lines 39-42) . . In addition, the title documents can be 
modified or forged, or illegal .titles can be generated (col. 2, 
lines 1 and 2) . By replacing paper titles with electronic 
titles, although Lindsey provides security in the title transfer 
of items having bearer document, we find that Lindsey also 
provides security against fraud in the marketing of goods, 
because the titles represent goods , 
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It is further argued; (brief, page 34)- that Lindsey does not 
teach or suggest that buyers and sellers, would need to search 
posted goods to match buyers and sellers. We. note that claim 21 
recites that participant terminals access the .computer to effect 
..instructions .for selecting, and:, receiving, payment/ instructions for 
hp¥r chasing "goods'. - -In Lindsey, buyers, scan the .system for lots 
offered by producers (col. 28, lines 48 and 49), and information 
is. input into a buyer's terminal which is indicative of a desire 
to look for bales available for sale (col. 22, lines 22-27). In 
any event, we find that Lindsey further discloses (col. 30, lines 
36-42) that historically, if a farmer wanted a price for his 
crop,': the gin. clerk would call two or three buyers and after 
describing the crop, ask for bids. Calls were often repeated 
several times before the producer agreed too s^ell. From the 
disclosure of Lindsey, we find that buyers scan the system for 
items to -purchase, and we find a suggestion that purchases can be. 
paid for electronically. . From all of the above, we find that the 
prior art suggests the language of claims 21 and 26-28. 
Accordingly., the rejection of claims 21 and 26-2.8 under 35. U.S.C. 
§ 103(a) is affirmed. 

We turn next to the rejection of claims 22 and 23. Claims 
22 and 23 recite a digital image capture device, such as a 
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digital camera. The examinerVs position (answer, page 29) is 
that it would have been obvious to ismploy digital image capture 
devices considering the readily apparent benefits of images in 
sales. Appellant asserts (brief, page 25) that Lindsay would not 
r.benef it,., f rora. a,;ciigitai^^^ as.. ,a .- caraera.s;;. . -r^^ 

■^becausevtherer^ouid^^be'i:^ .~of- any ' 

of Lindsey's goods such as cotton, grain, lumber, and the like on 
a computer system- From our review of Lindsey and Lalonde, we 
agree with the examiner that appellant's argument ignores the 
suggestion in Lindsey. that Lindsey's system can be used with 
goods other than commodities. In a. live auction or sale that is 
not electronic, prospective buyers can see the item before they 
buy it. Because this is not available in a situation where the 
auction or sale is. electronic, we find that an artisan would be 
motivated to want to see the goods before buying them. Thus, we 
find that an artisan would inherently be taught to provide an 
image capture device to create an image of the goods to be sold 
so that the goods can be seen by a prospective buyer, before they 
are bought. We find support for this in Exhibit A, referred to 
by appellant as Christie's History, in the Declaration. The 
Exhibit states that a photograph of the item to be auctioned is 
helpful in obtaining an auction estimate or appraisal. From this 
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disclosure in Exhibit A of the Declaration provided by appellant, 
we find that an artisan would have been motivated to provide a 
digital camera to provide an image .of the goods being sold or 
auctioned. Accordingly, the rejection of claims 22 and 23 under 
..;3&.,U.S^C, ip3(^.)-is.-affirn^ . , : ^w:,/ - : ^. 

^ We-t\im-riext to the rejection of. claims 2 4 'Jand^'I^B V 
Appellant asserts that claim 24 recites effectuating a new sales 
price for the used goods and collectibles after ownership, has 
transferred, and- that claim 25 recites that the new sales price 
is a binding offer to sell the goods, at the new sales price. We 
affirm the rejection of claims 24 and 25 for the. reasons set 
forth, sypya , with respect to claim 6. Accordingly, the . 
rejection of claims 24 and 25 under 35 U.S.C. § 103(a) is 
affirmed. 

We turn next to the rejection of claim 17 under 35 U.S.C. 
§ 103. (a) as . unpatentable over Fujisaki in view of Lindsey and 
further in view of Barstow. The examiner's position (answer, 
page 8) is that Fujisaki and Lindsey fail to specifically teach 
the transfer of audio .pointers to produce sound locally from an 
index of audio sound samples. To overcome this deficiency in 
Fujisaki and Lalonde, the examiner turns to Barstow for a 
teaching of using computer coded descriptions of an event using 
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audio codes transmitted to remote terminals to reproduce the 
event. The examiner adds that Bars tow discloses that the event 
■ can be an auction, and teaches the advantage of using less 
bandwidth to broadcast the event. The examiner asserts that it 
- wulql /laavet :,been . ob^ the code- transmission and 

-^;tables^:used invBarstow for thei advantage of -^sfi^'a^ess^^^^ 
appellant presents no arguments regarding this rejection, but 
rather groups claim 17 with claims 16 and 18-20 (brief, page 10) . 
However, although appellant has not argued the merits of this 
* rejection," we will consider the meris o.f the rejection as claim 
17 stands rejected under 35 U.S. C. § 103(a) under adifferent 
.ground of rejection than, claims 16 and 18-20. 

From our review of the. prior art, we agree with the 
examiner, for the reasons, set forth in the answer, that the 
combined teachings of Fujisaki, Lindsey, and Barstow would have 
suggested to an artisan the language of claim 17. Accordingly, 
the rejection of claim 17 under 35 U.S.C. § 103 (a.) is .affirmed. ' 
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CONCLUSION 

To sununarize, the decision of the examiner to reject claims 
16-20 under 3.5 U.S.C. § 112, second paragraph, is reversed. The 
decision of the examiner to. reject, claims 6-28 under 35 U..S.C. 
§._103 .( a)....isy affirmed. ---^ .... ■. . 

, No tinifi- pie-riod for taking any subsequent action in ' 
connection with this appeal may be extended under 3 7 CFR § 1.136 
(a) . 

AFFIRMEP 




JAME^D . THOMAS 
■^Adutinistrative Patent Judg-e" 




JERRY SMITH 
Administrative Patent Judge 




STUART S . LEVY. 
Administrative Patent Judge 
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Part III DETAILED ACTION ^ ^ ^ t ^ (L.^tH-U.-^ 

Information Disclosure Statement 

1 . The prior art submitted on 05/0 1 /OO has been considered as indicated on the enclosed 
copies of form PTO-l 449 

Ciaim Objections 

2. Claim 39 is objected to because of the following informalities: Claim 39 depends on itself 
Appropriate correction is required. 



Claim Rejections - 3S USC§ 112, 2nd 
3. Claims 12, 30 and 34 arc rejected under 35 U.S.C. 1 12, second paragraph, as being 
indefinite for failing to particularly point out and distinctly claim the subject matter which 
applicant regards as the invention. 

As to claims 12 and 34, exactly what is the structure feature "blocking acceptance" 
referring to? The specification is silent on its precise defmttion. 

As to claim 30, the term "rejection by said seller of said binding counteroffer by said at 
least one seller by said seller inputting a second binding offer to sell said item which contains a 
second binding sell at price from said seller** is confusing. Exactly what is the term referring to 
and what is Applicant seeking to claim in this claim? The specification is^ilem on its precise 
defmilion. 
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Claim Rejee^ttS' 35 use § 105 

4. The foUowing b a quotation of 35 U.S.C i 03(a) which fonns the basts for all obviousness 
rejections set forth in this Office action: 

(i) A patent may not be obtuned (hough the invenboci is noc identically disctosed or described as set forth in 
section 102 of this tide, if the difreicticcs between the subject maaer sought to be patented and the prior art arc 
such chaf the subject nuner as a whole would have been obvious at the time the invention was made to a person 
having ordinary skill tn the art to which satd subject maner pertains. Patcnubiliry shall not be negaiived by the 
manner in which the invention was made. 

5. Claims I l!'l3, 14, 16, 17. 19-3, 24-26.*3 1. 32,^^5, 36^2, 44-55, 67-80 are rejected 
under 35 U.S.C- 103(a) as being unpatentable over Nahan et al (5,664, U 1 ) in view of "Save the 
Earth Foundation: Internet Online Rock and Roll An Auction Celebrating Earth Day is Declared 
Open to the Worid for One Month ("Save the Earth"). 

As to claim 11.13, 14. 16, 21. 24. 31. 35. 36-38, 40-42, 44-51. 53, 54. 67-72, 75-80, 
Nahan discloses 

a plurality of electronic images of works of art which are for sale are created by at least 
one listing dealer and stored on the storage equipment associated with the main computer (see 
abstract lines 4-7); 

a system that provides member dealers access to an extensive and diverse collection of 
artwork .... offering member dealers the opportunity to sell their inventory throughout the world. 
It enables artists to offer their work for sale directly through any member dealer (sec col. 2, lines 
50-58); 
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a transparency of the artwork is scanned and indexed with information about the artist, the 
anwork and keywords describing the work (see col. 6, lines 49-5 1); 

if the buyer knows the title of a work he wants to buy, that can be input via the screen (see 
col. 8, lines 1-3); if the buyer is interested in the works of a particular anist, that too can be input 
via the screen (see col. 8, lines 26-28); 

an order acceptance notification is electronically conveyed to the buying dealer as well as 
an inquiry as to any change in the buyer dealer*s default shipping instrxictions . . .the system 
requests that the buying dealer wire transfer funds to pay for the purchased work. At this time, 
the listing dealer can issue modified wire transfer instructions such as name and address of bank to 
Deceive funds (see col. 13, lines 55-66); 

a client can reserve one or more selected works for a period of time (see col. 1 1 , lines 37- 

41); 

if the customer decides to make the purchase, notification is instantly sent throughout the 
global network and that particular work is no long available for sale (see col. 3, lines 57-59); 

new client information can be entered at virtually any time during use of the system. After 
the new client option is selected, the user can enter detailed client infom:iation nay time he/she 
wishes (sec col. 12, lines 6-10). 

Nahan et al is vague in disclosing the limitation of '"accepting said binding counteroffer 

from said at least one buyer by said seller " Although not specifically taught in Nahan el al, a 

transactional system that consists of an auction by nature receive bids from buyers. The bids will 



Serial Number: 09/166,779 
Art Unii: 2763 



5 



consist of offers for a certain price and another bid from another perspccrivc buyer will consist of 
a counteroffer and will end at some point in time lo award the item for sale to the highest bidder. 
However, Save the Earth discloses participants arc able to receive bids on items over the Internet 
(see paragraph 5. lines 1-3); items for auction arc presented via the world vnde web (see 
paragraph 3 and 4). Thus, it would have been obvioiis to one having ordinary skill in the art at 
the time of the invention to have impJemcnted the transaction system of Nahan et at into an 
auction mode in order to provide an offer and counteroffer from perspective buyers in an auction 
system for the collective artwork of Nahan et al because Save the Earth provides a wciU 
established means of bidding for items in an auction mode. 

As to claims 17, 19, 22 and 23, Nahan et al discloses an order acceptance is conveyed to 
the buying dear as well as an inquiry as to any change in the buying dealer's default shipping 
instructions . . . The system will electronically acknowledge receipt of the modification with a 
wire transfer change notice to the listing dealer (the buying dealer can also effect changes int he 
wire transfer insir^jclions for the source of money in the same marmer). The transfer is preferably 
made to an escrow account maintained by the system purveyor (sec col. 13, lines 56-67 lo col. 14, 
lines 1-5). 

As to claim 20, Nahan et al discloses property selection means, associated with each of the 
intelligent terminals for randomly, generally or specifically selecting one or more pieces of 
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property for review; and property purchase means for automatically generating forms and 
instructions for the complete payment and transfer of title of selected property (see col. 19, lines 
61-67). 

As to claims 25 and 26, Nahan et al is vague tc disclosing the limitation of "accepting said 

binding counteroffer from said at least one buyer by said seller " Although not specifically 

taught in Nahan et al, a transactional system that consists of an auction by nature receive bids 
from buyers. The bids will consist of offers for a certain price and another bid from another 
perspective buyer will consist of a counteroffer and will end at some point in time to award the 
item for sale to the highest bidder. However, Save the Earth discloses participants are able to 
receive bids on items over the Internet (sec paragraph 5, lines 1-3). Thus, it would have been 
obvious to one having ordinary skill in the art at the time of the invention to have implemented the 
uansaction system of Nahan et al into an auction mode in order to provide an offer and 
counteroffer from perspective buyers in an auction system of the collective artwork because Save 
the Earth provides a well-established means of bidding for items in an auction mode. 

As to claims 32 and 52, Nahan et al discloses by clicking on the Price button, the display 
shows the suggested retail price (sec col. 13, lines 13-14); the dealer transmits dau about the 
various works and their corresponding artists entering the information into a standard form ... if 
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the listing dealer wishes to change any of his listing data, he makes the changes and then sends 
them electFonicaiiy to the host computer . . . (see col 13, lines 1 3-53). 

As to claim 74, Nahan et al discloses a History button that displays a price history of the 
displayed work . . . information about the prices paid for the work and/or other works of the same 
artist (see col. 13, lines 3-12). 

Oaim Rejections - 35 use § 103 
6. Claims IS, 18, 27*29, and 33 arc rejected under 35 U.S.C. 103(a) as being luipatentabie 
over Nahan et al in view of Save the Earth as applied to claims 1 1 , 24. and 3 1 above, and further 
in view of Official Notice. 

As to claims 15, 18, 27*29, 33, Nahan et al discloses a delisting fee charge that the system 
automatically generates the necessary paperwork (sec col. 15, lines 37*38); the listing dealer has 
significant advantages when he can sell artwork from his own inventory to a customer (e.g., 
higher profit margin) (see col. 1 5, lines 44-47); Official Notice is taken that the payment 
infomiation identifies credit card payment information. Although not specifically uught in Nahan 
et ai. determining and designating a payment method in transactions or auctions is generally 
recognized as routine knowledge among skilled artisans within the transactional art. When 
processing a transaction via credit card, a central clearinghouse determines the status of an 
account identified by the particular card holder. Similarly, v^en processing a transaction via 
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transfer of money, the other bank is called upon for a transfer to the account of the payee, "niis 
interbank transfer operation may rxin throu^i a central clearing house to verify if the account 
contains sufficient funds to cover the transaction. 

Thus it would have been obvious to one skilled in the art at the time of the invention to 
incorporate processing the payment information in the form of a credit card payment in order to 
provide an efficient means of verifying the payment of the buyer and to enable authorization from 
a bank or clearing house to transfer funds for payment 

7. Claim 43 is rejected uiKler 35 U.S.C. 103(a) as being unpatentable over Nahan et al in 
view of Save the Earth as applied to claim 40 above, and further in view of Computer Museum 
Holds An Internet Auction ("Computer Museum**). 

As to claim 43, Nahan et al is vague in disclosing the limitation of "a notification interface 
program to provide electronic mail notification of said counteroffer to said participant associated 
with said offer." Although not specifically taught in Nahan et al, all auctions by nature must end 
at some lime to award an item to the highest bidder and the award to the highest bidder would 
include some form of notification. 

However, Computer Museum discloses an Interact auction wherein participants were 
notified by e-mai! as to whether their bids were accepted and further were notified after the 
auction had been terminated (sec paragraphs 9 and 10). It would therefore have been obvious to 
one having ordinary skill in the art at the time of the invention to have incorporated this leaching 
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of termination and notification in the transaction system of Nahan ct al because Computer 



Museum provides a well-established means of communicating over the Inicmci, i.e. e-mail, ii 
Internet auction. 



8. Any inquiry concerning this communication or earlier communications bom the examiner 
should be directed to Demetn R. Smith, whose telephone number is (703) 30S-6989. The 
examiner can normally be reached on Tuesday-Friday from 8:00 a.m. to 5:00 p.m. EST. 

If attempts to reach the examiner by phone fail, the examiner's supervisor, Kevin J. 
Teska. can be reached at (703) 305-9704, Additionally, the fax phone for Art Unit 2764 is (703) 
308-9051 or 308-9O52, (for formal conununications intended for entry), or (703) 308-5397 (for 
informal or draft communications, please label ^PROPOSED" OR "DRAfTO. 

Hand-deli verwi responses should be brought to Crystal Park 11, 2121 Crystal Drive, 
Arlington, V A, Sixth Floor (Receptionist). 

Communications via Internet e-mail regarding this application, other than those under 35 
U.S.C. 132 or which otherwise require a signature, may be used by the applicant and should be 
addressed to (Dcmetra^ mith@uspto.gov]. 

All Internet e-mail communicaiiotis will be made of record in the application file. PTO 
employees do not engage in Internet communications where there exists a possibility that sensitive 
information could be identified or exchanged unless the record includes a properly signed express 
waiver of the confidentiality requirement of 35 U.S.C. 122. This is more clearly set forth in the 
Interim Internet Usage Policy published in the Official Gazette of the Patent and Trademark on 
Fcbmary 25, 1997 at 1 195 OG 89. 

Any inquiry of a general nature or relating to the status of this application should be 
directed to the Group receptionist at (703) 305-3900. 



Conclusion 



Patent Examiner 
Group Art Unit 2764 
July 3. 2000 
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5) 0 Clalm(5) Is/arc allowed. 
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7) ia Clalm(s^ 13e. 137 end 140 is/are objected to. 

C)D Claims are subject to restriction and/or election requirement. 

Application Papers 

9)0 The specification Is objected to by the Examiner. 

10) D The drawing(5) filed on is/are objected to by the Examiner. 

11) D The proposed drawing corrBCtion Wed on is: a)Q approved b)D disapproved. 

1 2) n The oath or declaration Is objected to by the Examiner. 
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application from the Intemationai Bureau (POT Rule 17.2(a)). 
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DETAILED ACTION 
Claim Objections 

Claims 136, 137 and 140 are objected to as they recite a system in the preamble 
but recite only method steps in the claims themselves. A statement for the record as to 
whether the claims are apparatus claims or method claims will resolve the issue. 

Claim Rejections - 35 USC § 102 
The following is a quotation of the appropriate paragraphs of 35 U.S.C. 102 that 
form the basis for the rejections under this section made in this Office action: 
A person shall be entitled to m patent tmleas - 

(e) the Inventipn was described in a patent grarrted on an appBcation for patent by ar>other nied In the 
United Statet before the invention thereof by the applicant for patent, or on an international appflcation 
by another wtio ha* fuiroied the requirements of paragraphs (1), (2), and (4) of section 371 (c) of this 
title before the invention thereof by the applicant for patent. 

Claims 81, 82, 88-91. 101, 119-122, 124, 127-129. 137 and 140 are rejected 
under 35 U.S.C. 102(e) as being anlidpated by Ginter et al. 

As to Claim 81, Ginter et al disclose the invention as claimed including:. 
A method for using a computer system (Fig. 96. Col. 20. lines 48-66) to facilitate 
a transaction between a seller and at least one buyer, the method performed by the 
computer system comprising: 

Presenting to a plurality of potential buyers (Col. 46, line 58) a binding offer to 
sell an item (Col. 54. line 15 to Col. 55. line 59) the presented binding offer to sell 
including at least a binding offer price (Cd. 51, lines 7-9) (See also Col. 7, lines 14-15 
and Col. 9. lines 18-20 and 27-40); 
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Receiving from at least on© buyer a binding acceptance of the binding offer, the 
received binding acceptance including payment information sufficient to authorize 
payment of the offer price to a third party (Col. 54, line 15 to Col. 55. line 59, particularly 
Col. 54. lines 39-45). 

Concerning Claim 82, Ginter et al disclose payment information at Col. 59. lines 
48-50 and Col. 47, lines 21-27. 

Regarding Claim 88. Ginter et al disclose a third party by whom the computer 
system is operated at Col. 55, lines 19-45 and Col. 20. Lines 48-66. 

Concerning Claim 89, Ginter et al disclose a third party independent of the seller 
at Col. 55, lines 33-45. 

As to Claim 90, Ginter et al disclose receiving by the third party, payment from 
the buyer using payment information at Col. 55, lines 33-41 . 

Regarding Claim 91 . Ginter et al discloses payment frt>m the third party to the 
seller at Col. 51 , lines 23-25. 

Regarding Claim 101, it Is inherent that the binding offer would have been 
received from the seller before it was forvrarded to the plurality of potential buyers. 

Regarding Claim 119. see the discussion of Claim 81 above and Ginter et al 
further disclose receiving a binding counteroffer at Col. 51, line 13-17. 

Coflceming Claims 120 and 121, see the discussion of Claim 1 19 above and 
Ginter et al discloses spedfication of an expiration date at Col. 48, line 64. 

As to Claim 122, Ginter et al disclose the notification of seller by a third party of a 
counteroffer's existence at Cqt. 51, lines 13-17. 
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Regarding Claim 124. GInter et al disclose a third party independent of buyer and 
seller by whom the computer system is operated at Col. 55, lines 19-45 end Col. 20, 
Lines 48-66. 

Concerning Claims 127 and 128. Ginter et al disclose direct payment of the 
counteroffer price at Col. 51, lines 1-36. 

Regarding Claim 129, Ginter et al disclose indirect payment through a third party 
at Col. 54. lines 39-45. 

As to Claim 137. It is the system form of Claim 81 and is rejected in a like 
manner. See also Ginter etal, Fig. 96 and related text 

Concerning Claim 140. It Is the system form of Claim 1 19 and is rejected in a like 
manner. 

Claims 130 and 136 are rejected under 36 U.S.C. 102(e) as being anticipated by 
Lawrence. 

As to claim 1 30. Lawrence discloses the invention as claimed Including a method 
for using a computer system to facilitate offering Items for sale in an electronic 
commerce exchange (Abstract, Summary and Col. 6. lines 1-20), the method including: 

Receiving from a seller an identifier associated with an item that the seller is 
offering fbr sale (Col. 6, lines 6-20; Col. 6. line 66 to Col. 7. line 3); 

Accessing a database using the received identifier to retrieve a data record 
descriptive of tiie item (Col. 7, line 63 to Col. 8. line 7); 
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Presenting to a plurality of buyers a description of the item for sale based on the 
retrieved data record (Col. 8. line 8-14). 

As to Claim 1 36, it is the system form of Claim 130 and is rejected in a like 
manner. 



Claim Rejections • 35 USC § 103 

The text of those sections of Title 35, U.S. Code not included in this action can 
be found in a prior Office action. 

Claims 11-12, 14, 16-17 and 19-20 are rq'ected under 35 U.S.C. 103(a) as being 
unpatentable over Nahan el al (5,664,1 1 1) in view of "Save the Earth Foundation: 
Internet Online Rock and Roll Art Auction Celebrating Earth Day is Dedaned Open to 
the World for One Month ("Save the Earth"). 

As to claims 11-12. 14 and 16, Nahan discloses 

a plurality of electronic Images of works of art which are for sale are created by at 
least one listing dealer and stored on the storage equipment associated with the main 
computer (see abstract lines 4-7); 

a system that provides member dealers access to an extensive and diverse 
collection of artwork. . ., offering member dealers the opportunity to sell their inventory 
throughout the world. It enables artists to offer their work for sale directly thnsugh any 
member dealer (see col. 2, lines 50-58); 

a transparency of the artwork Is scanned and indexed with information about the 
artist, the artwork and keywords describing the work (see col. .6, lines 49-51); 
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if the buyer knows the title of a work he wants to buy, that can be input via the 
screen (see col. 8, lines 1-3); if the buyer is interested in the works of a particular artist, 
that too can be input via the screen (see col. 8, lines 26-28); 

an order acceptance notification is electronically conveyed to the buying dealer 
as wed as an inquiry as to any change In the buyer dealer's default shipping instructions 
. . .the system requests that the buying dealer wire transfer funds to pay for the 
purchased work. At this time, the listing dealer can Issue modrfied wire transfer 
instructions such as name and address of bank to receive funds.. .The system will 
electronically acknowledge receipt of the modification with a wire transfer change notice 
to the listing dealer 528. (The buying dealer can also effect changes in the wire transfer 
Instructions for the source of money In the same manner) The transfer is preferably 
made to an escrow account maintained by the system purveyor, (see col. 13, line 55 to 
col. 14, line 5); 

a client can reserve one or more selected works for a period of time (see col. 1 1, 
lines 37-41); 

if the customer decides to make the purchase, notification Is instantly sent 
throughout the global network and that particular work is no long available for sale (see 
col. 3, lines 57-59); 

new client information can be entered at virtually any time during use of the 
system. After the new client option is selected, the user can enter detailed dient 
information nay time he/she wishes (see col. 12, lines 6-10). 
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Nahan et al is vague in disclosing the limitation of "accepting said binding 

counteroffer from said at least one buyer by said seller " Although not specifically 

taught in Nahan et al, a transactional system that consists of an auction by nature 
receive bids from buyers. The bids will consist of offers for a certain price and another 
bid from another perspective buyer v^^ill consist of a counteroffer and will end at some 
point in time to award the item for sale to the highest bidder. However, Save the Earth 
discloses participants are aWe to receive bids on items over the Internet (see paragraph 
5, lines 1-3); items for auction are presented via the world wide web (see paragraph 3 
and 4). Thus, it would have been obvious to one having ordinary skill in the art al the 
time of the invention to have implemented the transaction system of Nahan et al Into an 
auction mode in order to provide an offer and counteroffer from perspective buyers in an 
auction system for the collective artwork of Nahan et al because Save the Earth 
provides a wellestablished means of bidding for items in an auction mode. 

As to claims 17 and 19, Nahan et ai discloses an order acceptance is conveyed 
to the buying dealer as well as an inquiry as to any change in the buying dealer's default 
shipping instaidions ... The system will electronically acknowledge receipt of the 
modification v/ith a wire transfer change notice to the listing dealer (the buying dealer 
can also effect changes in the wire It^nsfer instructions for the source of money in the 
same manner). The transfer is preferably made to an escrow account maintained by the 
system purveyor (see col. 13, lines 5B-67 to col. 14, lines 1-5). 
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As to claim 20, Nahan el al discloses property selection means, associated with 
each of the intelligent temiinals for randomly, generally or specifically selecting one or 
more pieces ofproperty for review; and property purchase means for automatically 
generating forms and instructions for the complete payment and transfer of title of 
selected property (see col. 19. lines 61-67). 

Claims 15 and 18 are rejected under 35 U.S,C. 103(a) as being unpatentable 
over Nahan et al in view of Save the Earth as applied to claim 1 1 above, arxl further in 
view of Official Notice. 

As to claims 15 and 18, Nahan et al discloses a delisting fee charge that the 
system automatically generates the necessary paperwork (see coL 15, lines 37-38); the 
listing dealer has significant advantages when he can sell artwork fnDm his own 
inventory to a customer (e.g., higher profit margin) (see col. 15, lines 44-47); Official 
Notice is taken that the payment infomiation identifies credit card payment Information, 
Although not specifically taught in Nahan et al. detennlning and designating a payment 
method in transactions or auctions Is generally recognized as routine knowledge among 
skilled artisans within the transactional art. When processing a transaction via credit 
card, a central clearinghouse determines the status of an account identified by the 
particular cardholder. Similarly, when processing a transaction via transfer of money, 
the other bank is called upon for a transfer to the account of the payee. This interbank 
transfer operation may run through a central clearing house to verify if the account 
contains suffident funds to cover the transaction. Thus, it would have been obvious to 
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one skilled in tfie art at the time of the invention to incorporate processing the payment 
information in the form of a credit card payment In order to provide an efficient means of 
verifying the payment of the buyer and to enable authorization from a bank or clearing 
house to transfer funds for payment 

Claim 83. 93-99. 100. 108-110, 116^118, 123, 125-126. and 138-139 are rejected 
under 35 U.S.C. 103(a) as being unpatentable- over Ginter et al. 

As to Claim 83, see the discussion of Claim 82 above and it would further have 
l>een obvious to have provided authorization to debit an account through the use of an 
account identifier because this would have uniquely identrfied the account to be used for 
payment. 

As to Claim 93, see the discussion of Claim 81 above and Ginler et al further 
disclose maintenance of confidential information in ther system. They discuss the 
requirement for confidential treatment of information at such cites as Col. 46, lines 49- 
52. Col, 53, lines 45-55 and Cof. 7, lines 58-67, It would have been obvious to on© of 
ordinary skill In the art at the time of the invention to have to have included the 
maintenance of confidence disclosed by GInter et al to maintain confidential payment 
Information because this would have given buyers assurance that their payment 
infomiation would not have been stolen and misused. A major concern with electronic 
payments has always been security, and assuring a buyer that his cr her account 
numbers would not be stolen would have been critical to user acceptance of them. 

As to Claims 94-99 and 1 16, see the discussion of Claim 1 1 6 below. 
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Concerning Claims 96 and 100, Ginter et al disclose an auction in their method at 
Col. 43 Jines 28-29. 

As to Claim 108, see the discussion of Claim 81 above and Ginter et al further 
disclose maintenance of confidential information in their system. They discuss the 
requirement for confidential treatment of information at such cites as Col. 46, lines 49- 
52. CoL 53, lines 45-55 and Col. 7, lines 58^67. It would have been obvious to one of 
ordinary skill in the art at the time of the invention to have to have Included the 
maintenance of confidence disclosed by Ginter el al to maintain confidential payment 
information because this would have given buyers assurance that their payment 
information would not have been stolen and misused. A major concern with electronic 
payments has always been security, and assuring a buyer that his or her account 
numbers would not be stolen would have been critical to user acceptance of the 
method 

Concerning Claim 109, see the discussion of Claim 108 above, and Ginter et al 
further disclose a third party as a trusted intem^ediary at Col. 22, line 49 to CoL 23, line 

6; 

As to Claim 110, Ginter et al teach a third party independent of the buyer and 
seller at CoL gjlnes 16-1 8. 

Regarding Claim 1 17. it is inherent that the binding offer would have been 
received from the seller before it was forwarded to the plurality of potential buyers. 

Concerning Claim 1 18, It would have been obvious to one of ordinary skill in the 
art at the time of the Invention to have allowed the buyer to post the item for re-sale or 
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auction without taking delivery of the Item for several reasons. First, this would have 
allowed buyers to speculate, by purchasing an item in the hope for a rapid and 
profitable resale at a higher new price. Second, if a buyer intended such a re-sale, it 
would have been counterintuitive to have made him pay for shipping to his residence 
only to have shipped the item again on re-sale. Finally, the third party need not have 
stood any loss, for warehousing e)q>ense could be built into fees. For these reasons, 
allowing the buyer to re-post for resale or auction without taking delivery of the item 
would have been obvious. 

As to Claim 123, It would have been obvious to one of ordinary skill in the art at 
the time of the invention to have allowed the seller to accept or reject a binding 
counteroffer, because the original offer would have been declined and it would only 
have been fair for the seller to have a choice to accept or reject new conditions. 

Concerning Claim 125, see the discussion of Claim 109 above. 

As to Claim 126, see the discussions of Claims 108 and 124. 

Concerning Claim 138, see the discussions of Claims 108 and 137 above. 

Regarding Claim 139, see the discussions of Claims 1 37 and 1 1 8 above. 

Claims 84-87. 92 and 1 11-1 15 is rejected under 35 U.S.C. 103(a) as t>elng 
unpatentable over Ginter et a! in view of Sold, The Professionars Guide to Real 
Estate Auctions, hereinafter Sold. 

Concerning Claim 84, Ginter et al teaches the Invention substantially as claimed. 
See the discussion of Claim 81 above. Ginter et al do not disclose payment of a 
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transaction fee to a third party. Sold discloses a third party transaction fee at pages 
247-248. It would have been obvious to one of ordinary skill in the art at the time of the 
invention to have received payment information to enable a transaction fee to be paid to 
a third party because this would have made the efforts of the third party economically 
viable. 

As to Claim 85. see the discussion of Claim 84 above and Sold further discloses 
a fee independent of the binding offer price at page 248, line 1-3. 

Regarding Claims 86 and 87, see the discussion of Claim 84 above and Sold 
further discloses a fee related to the binding offer price and also a percentage of the 
binding offer price at page 247, last three lines of page 247. 

With respect to Claim 92, see the discussion of Claim 84 above. 

As to Claims 111. 112, 113, 114. and 115 see the discussions above of Claims 
84, 92, 92, 85, 86, 87 above in light of the discussion of Claim 108. 

Claims 102-107 are rejected under 35 U.S.C, 103(a) as being unpatentable over 
GInter et al in view of Lawrence. 

As to Claim 102, Ginter et al discloses the invention substantially as claimed. 
See the discussion of Claim 81 above. Ginter et al do not disclose in detail the 
receiving of information from the seller descriptive of the item. Lawrence discloses such 
detail at Col. 7, line 63 to Col. 8. line 7. It would have been obvious to one of ordinary 
skill in the art at the time of the invention to have had the seller provide information 
descriptive of the item before presenting the binding offer to potential buyers as 
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disclosed by Lawrence in the method of Ginter et al because this would have allowed 
potential buyers to have considered the nature of the item before committing to its . 
purchase. 

As to Claim 1 03, Ginter et al discloses the invention substantially as claimed. 
S^e the discussion of Claim 81 above. Ginter et al do not disclose in detail the 
receiving of an identifier from the seller associated with the Hem. Lawrence discloses 
such detail at Col. 6, line 66 to Col. 7, Iine14. It would have been obvious to one of 
ordinary skill in the art at the time of the invention to have received from the seller an 
Identifier associated with the item before presenting the binding offer to potential buyers 
as disclosed by Lawrence in the method of Ginter et al because this would have allowed 
potential buyers to have uniquely identified the item before committing to its purchase. 

As to Claim 104, see the discussion of Claim 103 above and Lawrence further 
discloses an Index into a database to retrieve Information descriptive of an Hem at Col. 
6, line 66 to Col. 7, line 30. 

Concerning Claim 105. see the discussion of Claim 103 above and Lawrence 
further discloses data records previously created based on prior transactions at Col. 7. 
lines 48-53. 

Concenning Claim 106, see the discussion of Claim 103 above and Lawrence 
further discloses a database created by an independent entity at CoL 7, lines 21-29. 

As to Claim 107. See the discussion of Claim 103 above and Lav/rence further 
discloses third party maintenance of the database at CoL 7, lines 48-53. 
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Claims 131 -135 are rejected under 35 U.S.C. 103(a) as being unpatentable 
over Lawrence in view of Ginter et al. 

As to Claim 1 31 . Lawrence discloses the invention substantially as claimed. See 
the discussion of Claim 130 above, Lawrence also discloses presenting offers to sell to 
a plurality of buyers (Col. 8, lines 8-1 1 ). Lawrence does not specifically disclose that 
the offer to sell is binding. Ginter et si disclose a binding offer to sell as set forth in the 
dfscussion of Claim 81 . It would have been obvious to one of ordinary skill in the art al 
the time of the invention to have included the binding offer features disclosed by Ginter 
et al in the system of Lawrence because this would have assured traders that their 
trades would indeed go to completion: 

As to Claim 1 32. see the discussion of Claim 131 above and Ginter et al further 
discloses receiving from at least one buyer a binding acceptance of the binding offer, 
the received binding acceptance including payment information sufficient to authorize 
payment of the offer price to a third party (Col. 54. line 15 to Col. 55, line 59. particularly 
CoL 54, lines 39^). 

Regarding Claim 133, see the discussions of Claims 130 and 105. 

As lo Claim 134. see the discussions of Claims 130 and 106. 

Concerning Claim 135. see the discussions of Claims 130. 107 and 88, 

Response to Arguments 
Applicant's arguments filed January 5. 2001 have been fully considered but they 
are not persuasive. The rejections of Claims 11-12 and 14-20 are maintained 
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Applicant addresses the rejection of Claim 1 1 at pages 16-17 of the Amendment 
filed January 5. 2001. Applicant discusses the nature of the Nahan reference and at the 
first full paragraph of page 17 argues that the listings in Nahan's system are not binding 
offers. The Examiner observes that Applicant's claim language repeatedly recites the 
word "binding'^ but Applicant fails to provide specific evidence of how his invention 
distinguishes over the cited art of record. A thorough review of Applicant's specification 
reveals that the word 'binding' is not present nor is any detailed descnption of how 
buyer and seller are bound in any way distinguished over the references cited; no 
particular legal forms or procedures are disclosed by Applicant in a process constituting 
a binding offer to sell, buy or counteroffer. The Examiner observes that Applicant cites 
page 33, lines 2*20 as support for the binding feature redted in Claim 1 1 end also notes 
that Nahan discloses analogous features in similar detail at Column 13, lines 30-55. 
Specifically. Nahan discloses an offer to sell (Column 13, line 30), an acceptance of the 
offer to sell (Column 13, line 38) and consideration (Column 13. lines 45-47), which 
elements constitute a complete contract for the sale of an Item and can be considered 
equally as binding as that disclosed and claimed by Applicant. 

Further, Applicant cites several features from Nahan's specification which he 
implies constitute only an invitation to deal. The Examiner observes that the features 
cited by Applicant in bolding are inherent to any sales transaction, binding or not; it is 
Impossible to force the sale of an item which is unavailable. They constitute simple 
prudent processes which are also disclosed as necessary by Applicant's own 
specification at such points as Page 19, lines 20-22. 
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As to Applicant's argument regarding Nahan's supposed failure to disclose or 
suggest a buyer's accepting a binding offer for sale by tendering payment, it ignores the 
possibility that a buyer may also be the buying dealer, a not uncommon situation in the 
environment of Nahan's invention. Applicant's daim language does not preclude this 
possibility so it does not distinguish over the Nahan reference. As well, when the dealer 
In Nahan tenders payment on behalf of a buyer, the payment is made in the expectation 
that the buyer will either reimburse the dealer or not receive the Item of purchase. 
Thus, the buyer tenders acceptance by providing payment through the dealer. ^ 
Applicant's claims recite no special features, such as a special dealer account or 
esaow account which might distinguish over the dted art of record 

As to Applicant's arguments regarding Claims 81, 137. 108, 118, 119, 140. 130 
and 1 36. the claims are new to the case, recite features new to the claimed invention 
and have been rejected using new art Applicant's arguments regarding these claims 
are therefore moot. 

Conclusion 

THIS ACTION IS MADE FINAL Applicant is reminded of the extension of 
time policy as set forth In 37 CFR 1 .136(a). 

A shortened statutory period for reply to this final action is set to expire THREE 
MONTHS from the mailing date of this action. In the event a first reply is filed within 
TWO MONTHS of the mailing date of this final action and the advisory action is not 
mailed until after the end of the THREE-MONTH shortened statutory period, then the 



HIGHLY CONnOENTUL ME0081165 
WDER PROTECnVE ORDER 



Application/Control Number: 09/166.779 



Page 17 



Art Unit: 2164 

shortened statutory period will expire on the date the advisory action is mailed, and any 
extension fee pursuant to 37 CFR 1 .136(a) will be calculated from the mailing date of 
the advisory action. In no event, however, will the statutory period for reply expire later 
than SIX MONTHS from the mailing date of this final action. 

Any inquiry concerning this communication or earlier communications from the 
examiner should be directed to Charles Kyle whose telephone number is (703) 305- 
4458, The examiner can normally be reached on Monday - Friday. 8:30 • 5:00. 

If attempts to reach the examiner by telephone are unsuccessful, the examiner's 
supervisor. Vincent Millin can be reached on (703) 308-1065. The fax phone numbers 
for the organization where this application or proceeding is assigr»ed are (703) 308-9051 
for regular communications and (703) 308-9051 for After Final communications. 

Any inquiry of a general nature or relating to the status of this application or 
proceeding should be directed to the receptionist whose telephone number is (703) 305- 
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UBid marketing itself as 
legally safer than eBay 

COMPANY SIGNS DEAL WITH 
MERCEXCHANGE 

By Michael Bazetey 
Mercury News 

Hoping to gain a bigger foothold in the 
lucrative online auction market, auction 
and retail operation uBid.com is using a 
patent dispute to try to lure away sellers 
from Internet giant eBay. 

The privately held Chicago company has 
signed a licensing deal with MercExchange 
-- the same company that has sued eBay 
for patent infringement over one of its key 
technologies. 



By agreeing to respect the MercExchange patent — instead of contesting it as eBay did 
plans to portray itself to sellers as a safe haven from legal problems. 




uBid 



' 'I'm trying to wrap around that group and say, I've got the license, I've got the marketplace," 
said Robert Tomlinson Jr., president of uBid. 

UBid is hoping the licensing deal will help it market its relatively new ' ' certified merchants" 
program, which is aimed at small and medium-size businesses that want to sell their goods online. 

But industry observers are skeptical the strategy will work, pointing to eBay's dominance of the 
auction market and uBid's stature as a second -tier competitor. 

Founded in 1997, uBid was once a high-flying dot-com whose stock traded near $100. Its profile 
has slipped since its heyday, and its business model and ownership have changed. over the years. 

But uBid has hung on, most recently with a hybrid retail -auction approach that places its business 
model somewhere between those ofAmazon.com and eBay. The Web site primarily sells computers 
and electronics that are either refurbished or about to be discontinued. Unlike eBay, it does not 
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allow individuals to auction items on its site. 



Now owned by the Petters Group, uBid does not release financial data. But Tomlinson said uBid 
holds ' ' about 4 or 5 percent" of the online auction market. Data from comScore Media Matrix 
ranked uBid a distant third, behind eBay and Livedeal.com in Web-site visitors. In April, eBay had 
60 million visitors to its Web site; uBid had 1.8 million. 



Patent dispute 



The licensing deal grew out of a patent dispute between MercExchange, owned by Virginia 
entrepreneur Thomas Woolston, and eBay. Woolston had filed suit against eBay, alleging that the 
San Jose company used technology that was covered by three of his patents. 

A federal jury in Virginia sided with Woolston in 2003 and ordered eBay to pay him $35 million in 
damages. The jury found that eBay violated his patent for conducting online fixed -price 
transactions. The so-called ' ' Buy it Now" sales cover about a fourth of eBay's gross merchandise 
sales. 



EBay is appealing the decision. 



Although the courts have not yet resolved the dispute, Woolston said he wants to put merchants on 
notice that if they do business with eBay, they may be Infringing on his patent. Woolston said his 
strategy is founded on an injunction he received in February 2003 against ReturnBuy, a now- 
defunct company that helped retailers and manufacturers sell overstock on eBay. Woolston 
approached uBid, which was using the fixed -price technology he says he patented, to propose a 
licensing deal. 

Costly battle 

We decided to start our own strategy, which is to license the technology to uBid," Woolston said. 
We'll be going to the merchants and saying that, 'You have a patent problem.' We enjoined 
ReturnBuy, and we have an opportunity to go to (eBay) sellers and say that you're enjoined, too." 

Faced with limited resources, Tomlinson said he had no choice but to accept a licensing agreement. 
A legal battle over the technology would have been too costly, he said. 

Legal experts are divided over whether Woolston would be able to claim that eBay sellers were 
infringing on his patent. But Tomlinson said that even if eBay's sellers are not directly infringing, 
they could lose the ability to sell on eBay if the company is hit with a court injunction. 



EBay declined to discuss the patent litigation, other than to say that it has modified its fixed -price 
technology so as not to infringe on Woolston's patent. 

Many large manufacturers, including Nokia, Motorola and Dell, sell their products on eBay, usually 
through a middle company that manages the auctions and transactions on their behalf. 



One of the largest intermediaries is ChannelAdvisor. Company CEO Scot Wingo said his company 
already holds a license to Woolston's patents and is not affected by the MercExchange dispute with 
eBay. 

' ' We have a license, and eBay has changed its technology so it doesn't infringe, so I'm doubly 
confused by this," Wingo said of uBid's new strategy. 



Industry observers were also skeptical. 
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Ina Steiner, publisher of AuctionBytes, an online newsletter, said eBay users would likely frown on 
any attempt to strong-arm sellers into moving to uBid. 

' ' It sounds like an approach that will tick off people," Steiner said. 

Steiner said sellers are loyal to eBay because it is the dominant. online marketplace. 

' 'The bottom line is people sell in multiple marketplaces," Steiner said. ' ' If they thought uBid was 
the place to sell, they'd be there already." 

Internet analyst Mark Mahaney was also doubtful the strategy would work. 

' 'It sounds like a publicity ploy to me," said Mahaney, of American Technology Research. 

Tomlinson, the former chief financial officer at Forbes.com, said his goal is simply to rebuild uBid 
into a stronger eBay competitor. Tomlinson is also exploring whether to team up with ' ' auction 
drop" companies that help individuals sell their goods online. He said the licensing deal may help 
him strike new deals. 

What we want to do is get uBid back to its prime," he said. ' ' I want to accelerate its growth. 
This gives me a tremendous opportunity to promote uBid to other parties." 

Contact Michael Bazeley at mbazeiey@mercurynews.com or (408) 920-5642. 



REAL 
Cities 



3 ematt this print this 



News I Business j Sports | Entertainment | Living/FYI | Classifieds j Jobs | Cars | Homes 

About KansasCity.com { About the Real Cities Network j Terms of Use & Privacy Statement | About Knight 

Ridder | Copyright 



http://www.kansascity.corn/rnld/kansascity^usiness/technology/8906765.htr^ 



6/12/2004 



Exhibit W 

PROTEST UNDER 37 C.F.R. § 1.291(a) 
U.S. Patent Application Serial No.: 09/253,014 



IN THE UNITED STATES DISTRICT COURT 
IN THE EASTERN DISTRICT OF VIRGINIA 
NORFOLK DIVISION 



4 MERCEXCHANGE , L.L.C., 



Plaintiff, 



i 



8 
9 
10 

11 

12 

13 

14 
15 
16 
17 

18 
19 
20 
21 
22 
23 
24 
25 



EBAY, INC. , et al . , 



Defendant 



CIVIL ACTION 
NO. 2:01cv736 



TRIAL PROCEEDINGS 



Norfolk, Virginia 



April 24,2003 



VOLUME 2B Pages 3 00-42 8 



BEFORE : 



THE HONORABLE JEROME B. FRIEDMAN 

United States District Judge, and a Jury 



PAUL L. McMANUS, COURT REPORTER 



Page 301 
1 





Appearances : 




2 


HUNTON & WILLIAMS 




3 


By: GREGORY N. STILLMAN, ESQUIRE 
SCOTT ROBERTSON 




4 


Counsel for the Plaintiff 




5 


McGUIRE WOODS, L.L.P. 

By: ROBERT MCFARLAND, ESQUIRE 




6 


COOLEY GODWARD 

By: JEFFREY G. RANDALL 




7 


Counsel for the Defendants 




8 






9 


I-N-D-E-X 




10 


WITNESSES 




11 


PLAINTIFF DIRECT CROSS 


RED . REC . 


12 


THOMAS GRAHAM WOOLSTON 3 03 3 60 




13 






14 


E-X-H-I-B-I-T-S 




15 


ON BEHALF OF THE PLAINTIFF: 


RECEIVED 


16 


5, 


320 


17 


3, 


322 


18 


1, 


323 


19 


6, 


324 


20 


4, 


324 


21 


2, 


325 


22 


616, 


335 


23 


645, 


336 


24 


812, 


341 


.25 







PAUL L. McMA>njS, COURT REPORTER 



Page 367 

1 With respect to your claims, do you claim that you invented 

2 some trusted intermediary that was not described in your 

3 patent? 

4 A. The claims define the invention in the suit, Mr. 

5 Randall, and I invented the claims. To the extent that 

6 there is a trusted intermediary element in there, then it's 

7 the computer go-between, it's not the seller. 

8 Q. That's really not my question. My question is, 

9 with respect to your claims, is there some sort of trusted 

10 intermediary that's required by those claims that is not 

11 disclosed in your patent? 

12 A. No. • 

^.13 Q. All right. Do you remember Mike Caputo? 

^ 14 A. Yes, sir. 

15 Q. He did public relations with you, right? 

16 A. Yes, sir. 

17 Q. You sent him a copy of your biography on 

18 January 21, 2 000, right? 

19 A. I don't know if that's true or not. 

2 0 MR. RANDALL: Can you pull up DXl? Can you blow 

21 up the date there? 

2 2 BY MR. RANDALL: 

23 Q. All right. This is an email apparently sent by 

24 you to Mr. Caputo on January 21, 2000, and the Word 
documents attached. Says Woolston bio doc. Do you see 
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1 that? 

2 A. Yes. 

3 Q. You sent that to Mr. Caputo on or about that day, 

4 correct? 

5 A. It appears that way, yes. 

6 Q. And the bio that's attached is something you 

7 wrote, right? 

8 A. I don't know. 

9 Q. Well, do you remember sending this to him in 

10 January of 2 0 00? 

11 A. I probably did. 

12 Q. And he did public relations work for you, rights? 

13 A. Yes. 

14 Q. And that was about the time that you announced 

15 that you had invented PriceLine, right? 

16 A. We filed an interference action against PriceLine 

17 in 1998. So this was way after that date., 

18 MR. RANDALL: Can you open up that document? 

19 BY MR. RANDALL: 

20 Q. This is a bio of do you recognize this now? It 

21 says that you enlisted in the U.S. Air Force, where in the 

22 Air Force determined that you had a natural aptitude for 

23 electronics. And then you mentioned the years in training 

24 in the black electronic arts of the Cold War began. Do you 
,25 see that? 
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1 A. Yes, 

2 Q. Is it says "Woolston took to electronics and 

3 computers like a fish to water. Do you see that? 

4 A. Yes. 

5 Q. All that's true? 

6 A. Yeah, I think so. 

7 Q. Okay. You wrote that, right? 

8 A. Think Caputo wrote that. 

9 Q. And at leave you received it and commented on it 

10 and revised it and sent it back to him, right? 

11 A. Yes. 

12 Q. So it was accurate as of that date, correct? 

13 A. Yeah, I think so. 

14 Q. All right. You wrote that you were a UNIX jock; 

15 is that right? 

16 A. Yes, sir. 

17 Q. That means that you're a good programmer; is that 

18 right? 

19 A. Not necessarily. Unix is a operating system with 

20 a lot of flexibility. You have to be a C programmer to get 

21 Unix to really dance, as it were. 

2 2 Q. Well, when you say you were a UNIX jock, what did 

2 3 you mean by that? 

2 4 A. I knew the ins and outs of Unix. I knew how to 

^k25 write drivers. I knew how to recompile it. I knew how to 

1 ^ ^ ^ 
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1 get it to do the things I wanted it to do. 

2 Q, Okay. And while you were in school you studied 

3 networks, correct? 

4 A. Yeah. On the job as well. 

5 Q, And while you also studied about the Internet 

6 when you were in school, correct? 

7 A. Somewhat. We had it. I didn't really study it. 

8 Q. Did you also study the World Wide Web and the 

9 problems people were facing on it at the time? 

10 A, In 19 when I was in engineering school. 

11 Q. Yes. 

12 A. No. 

^.13 Q. When did you first become aware of the World Wide 

^14 Web? 

15 A. I think probably '93, '94. 

16 Q. And how did you become aware of that? 

17 A. Probably saw my first web browser. 

18 Q. And that was in 1993 or '94? 

19 A. Yeah, I believe so. 

2 0 Q. You went to law school and you focused on 

21 intellectual property, is that right? 

22 A. Yes, sir. 

23 Q. You concentrated your studies on patent law; is 

24 that right? 

^^25 A. Well, there's some electives you can take, but 
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1 THE COURT: It hasn't been as much of a problem as, 

2 frankly, going over the same thing over and over again. So 

3 let's just if you need to look at the pretrial order, and 

4 frankly, Mr. Stillman, if there is an exhibit that wasn't 

5 objected to or that an objection was overruled, then it comes 

6 in. We can't keep doing this. 

7 MR. STILLMAN: I hear you. 

8 THE COURT: Okay. All right. 

9 (Court recessed at. 11:35 a.m., until 11:50 a.m.) 

10 (Whereupon, the jury returned to the courtroom.) 

11 THE COURT: Mr. Randall. 

12 MR. RANDALL: I'd like to move into evidence Defense 

13 Exhibit 323, which is the Kupfer search agent article that we 

14 previously discussed, and Defense Exhibit 545, which is a 

15 document that we just discussed regarding the two 

16 applications, the April and November application. 

17 THE COURT: All right. 

18 MR. RANDALL: Thank you, Your Honor. 

19 (Defendants* Exhibits 323 and 545 were received.) 
2 0 BY MR. RANDALL: 

21 Q Mr. Woolston, the system that you invented was going to 

22 cost a lot of money, right? 

23 A Which patent are you talking about? 

24 Q The »265, 

25 A The cost to build? 
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1 Q Yes. 

2 A I think it would cost a fair amount of capital to get the 

3 energy and the time and resources to develop it. 

4 Q And the same thing with the *176, correct? 

5 A Well -- yes. The way I disclosed it, you wouldn't build 

6 the '176 until you had the '265. 

7 Q All right. And you were busy working at the Howrey & 

8 Simon law firm at the time you came up with these inventions? 

9 A Yes , among other things . 

10 Q You didn't have time to sit down and write a code, 

11 software code for these inventions , right? 

12 A I don't know if I had the time or I didn't have the time. 

13 Q All right. But you didn't do it, right? 

14 A No. 

15 Q Until you tried, you didn't know whether your system 

16 would work as described in your patent, correct? 

17 A No. 

18 Q That's not correct? 

19 A No, it's not correct. 

20 Q You had never built at the time you filed your patent 

21 applications, you had never built an e-commerce system before, 
2 2 have you? 

23 A ' I built a very sophisticated Voiceover X25 system, so I 

24 was confident that this could be built. 

25 Q We can move faster if you answer my question. At the 
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1 time you filed your applications, you had never built any 

2 e -commerce system, correct? 

3 A I don't really know what you mean by "e-commerce system." 

4 Q All right. You had no experience in making a system to 

5 post descriptions of items over the World Wide Web, correct? 

6 A Well, I had experience with Voiceover X25 networks. It's 

7 related technology, but it's not Web technology per se, no. 

8 Q If you can just answer my question, we can move through 

9 this faster. At the time you filed your applications, you 

10 didn't have experience in making a system to post descriptions 

11 of items for sale on the World Wide Web, right? 

12 A Well., the X25 system posted descriptions of voice and it 
^^13 did have a textual description. I think it's related. So I 

14 did have some experience, yes. 

15 Q You had no experience at that time making systems to 

16 handle electronic payments , correct? 

17 A No. I had never built an electronic payment system, 

18 that's correct. 

19 Q And you had no experience making a system to transfer 

20 ownership of an item at the time you filed your applications, 

21 correct? 

22 A Let me amend my last answer. I did have a lot of 

23 experience with cryptography. Cryptography, scrambling, that 

24 information is part of a payment processing. I knew where to 
^^25 get that. That was available. I'm sorry. The next question 

SUSANNE V. ASH, OFFICIAL COURT REPORTER 



1 was? 

2 Q You had no experience at the time you filed your 

3 applications making a system, building a system to transfer 

4 ownership of an item, correct? 

5 A All it does is modify the data record. I had a lot of 

6 experience in modifying data records. 

7 Q You had no experience at the time you filed your 

8 applications in making a system to search for a good in a 

9 plurality of databases? You never done that before, correct? 

10 A I had never written those software search agents, that's 

11 correct. 

12 Q One of the things you did after conceiving your 

13 invention, you created your own company called Fleanet; is 
^ 14 that right? 

15 A Yes. 

16 Q And Fleanet didn't have any employees other than 

17 yourself , correct? 

18 A That's correct. 

19 Q And you still -- at that time, when you founded Fleanet, 

20 you still had another full-time job, right, at Howrey & Simon? 

21 A When? 

22 Q When you founded Fleanet. 

23 A I believe so, yes. 

24 Q And the point of you coming up with Fleanet was to 
^^25 implement your inventions, correct? 
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1 A Correct . 

2 Q It was a business plan to attract capital and people and 

3 build e-commerce systems, yes. 

4 MR. RANDALL: Can you play clip number 175, please? 

5 MR. STILLMAN: Excuse me. 

6 THE COURT: Stop. 

7 MR. STILLMAN: I don't think this is proper 

8 cross-examination, to just start playing deposition 

9 transcripts. 

10 THE COURT: It isn't. 

11 MR. RANDALL: Okay. 

12 THE COURT: You have to some basis for doing that. 

13 If he agrees, then there is no reason to do it. 
""l4 MR. RANDALL: Okay. 

15 BY MR. RANDALL: 

16 Q The point of starting Fleanet was to implement your 

17 inventions, correct, yes or no? 

18 A Not necessarily. The point of starting Fleanet was to 

19 attract capital, attract people and talent necessary to build 
2 0 e-commerce, any e-commerce company here in Virginia, 

21 MR, RANDALL: I have a straight answer on the 

22 videotape. Can I just move to that? 

23 MR. STILLMAN: I think you got a straight answer. 

24 MR. RANDALL: He said not necessarily. I did it to 
raise capital. 
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1 THE COURT: Do you have the deposition, the written 

2 deposition so he could look at it before you play it on the 

3 screen? 

4 MR. RANDALL: Let me ask the next question. 

5 THE COURT: Go ahead, 

6 BY MR. RANDALL: 

7 Q You wrote Fleanet business plans to implement your 

8 inventions , correct? 

9 A Yeah. That was one of the goals of Fleanet, was to go 

10 build the inventions. 

11 Q All right. That was the answer to my question. Second 

12 question was you wrote Fleanet business plans to implement 
^■^13 your inventions, correct? 

14 MR. STILLMAN: I think that's the same question, 

15 Your Honor. He's asked and answered that question now three 

16 times. 

17 THE COURT: What's the difference in the question? 

18 MR. RANDALL: The first question was he founded 

19 Fleanet, the company. You founded that to implement your 

20 inventions, and I don't know if I got a clear answer on that. 

21 THE COURT: Okay. 

22 MR, RANDALL: And the second question was. You wrote 

23 business plans for Fleanet to implement your inventions, and I 

24 still don't have an answer from that. 
^l2 5 by THE COURT: 

I 
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Q That's why you wrote the business plans for Fleanet, to 

' 2 implement your inventions, correct? 

3 A That was one of the goals. And to explain the goals of 

4 the company, to attract capital and people, yes. 

5 Q You sent a letter to Basil Hosmer talking all about your 

6 inventions, correct? 

7 A I don • t know which document you are talking about. I'm 

8 pretty sure I sent it. I'm just not sure I sent that one. 

9 Q Can you pull up Exhibit 352, please. Now, I'd like you 

10 to look at this letter, and it's a letter on Fleanet 

11 letterhead, and it's to Basil Hosmer, Jr. 

12 A You are going to have to enlarge that . 

13 Q The letter starts out. Please find enclosed a patent 

14 filed April 24, '95 entitled consignment nodes. This letter 

15 outlines a business plan to accompany the consignment node 

16 invention. Do you see that? 

17 A I see^ that. 

18 Q- Do you recognize this letter, sir? 

19 A I recognize it came off a computer we had. I know this 

20 letter was never sent because the filing date on, the patent is 

21 wrong. 

2 2 Q l»m not asking you right now whether you sent the letter. 

23 I'm asking do you recognize this letter? 

24 A I recognize it. It is something off our server, yes. 

25 Q You produced this in discovery, correct? 
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1 A I believe so, yes. 

2 Q And you have read this letter a number of times, correct? 

3 A No. 

4 Q Well, you read it in your deposition a number of times, 

5 correct? 

6 A Yeah. Yes. I do believe you went through this letter in 

7 my deposition. 

8 Q And this is a business plan outline for your inventions, 

9 correct? 

10 A Well -- 
HQ Or a draft? 

12 A When you say inventions, it's kind of a little 

13 misleading, Mr. Randall. This was for Fleanet . It is a 

14 business plan for Fleanet. It's not even a business plan -- 

15 THE COURT: You need to speak up. The jury can't 

16 hear you. 

17 THE WITNESS: I was trying to get Basil Hosmer 

18 interested in helping me. 

19 MR. RANDALL: Your Honor, I move Defense 
2 0 Exhibit 3 52 into evidence. 

21 THE COURT: All right, 

22 (Defendants' Exhibit 352 was received.) 

23 BY MR. RANDALL: 

24 Q Mr. Woolston, Basil Hosmer, he was a friend he was a 

25 brother of a friend of yours; is that right? 
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1 A Yes. He was a brother of Andy Hosmer. 

^^2 Q And you didn't want to mislead him, did you? 

3 A I wanted to promote the company to him and get him 

4 intrigued in the business concept. 

5 Q Right. You wanted to write him about your inventions to 

6 get him strike that. Why did you write this, sir? 

7 A So get Basil Hosmer interested in helping the company 

8 build an e- commerce company. 

9 Q And you wrote this at the time you filed your at or 

10 about the time you filed your April '95 application, correct? 

11 A Probably. I'm not sure. 

12 Q You are not sure. Let me refresh your recollection with 

13 a testimony - - 

14 MR. STILLMAN: Excuse me. Judge. Why don't we just 

15 move on and say --he said probably. We'll stipulate that he 

16 wrote it. It's not worth going through. 

17 MR. RANDALL: Okay. That's great. I'll take that . 

18 THE COURT: Second stipulation. 

19 BY MR. RANDALL: 

20 Q Starting in 1995, you did everything you could to start a 

21 business and build the invention, right? 

22 A I did everything within my powers. I don't know if it 

23 was everything I could have done, but I tried, yes. 

24 Q The statements you made to Mr. Hosmer in this letter, 
^5 they were true, correct? 
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1 A It was a document to get Basil interested. I haven't 

2 read this document since my deposition. Yeah, I would say 

3 that it's generally true about the Fleanet business. 

4 Q Well, would you like me to blow this up and make sure? I 

5 want to make sure there aren't any false statements that you 

6 made to Mr. Hosmer about your inventions. 

7 MR. STILLMAN: Excuse me. Let me object to. the form 

8 of the question. I don't think it's ever been established 

9 that he sent the letter. 

10 THE COURT: That's right. 

11 MR, STILLMAN: So he didn't make the statements to 

12 Mr. Hosmer. 

^^13 THE COURT: I think you asked and he answered that 

14 he didn't think he sent the letter, and that he maybe -- you 

15 even used the word draft. 

16 BY MR. RANDALL: 

17 Q Any there false statements in this document that you 

18 wrote, Mr. Woolston, about your invention? 

19 A Well, what makes me sure that I did not send this letter 

20 to Basil is that the filing date is wrong on the consignment 

21 node. 

22 Q I'm not asking you right now whether you sent the letter, 

23 I'm just saying are there any statements in this letter that 

24 you wrote that are false? 

^^25 A The first line is false. That's not the date of the 
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1 filing date of the patent. 

2 Q Is there anything else and I can scroll down. 

3 THE COURT: You take as much time as you need to 

4 read the letter, Mr. Woolston. 

5 MR. STILLMAN: Excuse me, Your Honor. I think there 

6 is more to this letter. It looks like there may be more, and 

7 all I have is what's on the screen. 

8 THE COURT: You are asking the wrong person, Mr. 

9 Stillman. I don't know. 

10 MR. STILLMAN: I know. But I don't usually ask -- 

11 THE COURT: I know. 

12 MR. RANDALL: There is. But I'm waiting for the 
^^13 witness to get done with this portion before I scroll down. 
^ 14 THE COURT: Okay. 

15 MR. STILLMAN: I have the letter in front of me now, 

16 Your Honor. This is a six-page letter. He's asking him an 

17 open-ended question about a six-page letter and said is there 

18 anything in this letter that's false. I want him to read the 

19 entire letter before he answers that question. 

2 0 THE COURT: Is it going to be an open-end question? 

21 MR. RANDALL: I'll direct his attention to a few 

22 paragraphs. 

23 THE COURT: That's what we really need to do. 

24 BY MR. RANDALL: 

^^25 Q Let's look at the first paragraph under the heading 
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1 Business Plan Outline. Hear you state, The consignment node 

2 is to be marketed to an owner or prospective purchaser of pawn 

3 shops, used equipment stores and collectible speciality shops. 

4 The consignment node will be offered for sale as a franchise. 

5 No individual or business may operate a consignment node 

6 without being a member of the franchise. The franchisor, the 

7 Fleanet Corporation, will police the consignment node network 

8 and revoke the franchise license and/or take other legal 

9 enforcement measures to assure the quality and trustworthiness 

10 of all consignment node operators. 

11 Is that a true statement, Mr. Woolston, at the time 

12 you wrote this document? 

13 A I believe it was true, that this is what Fleanet was 

14 going to do . It's not true that the inventions are limited to 

15 pawn shops and consignment stores. 

16 Q Let me direct your attention to page 3. 

17 THE COURT: What portion? 

18 MR. RANDALL: Where it starts with. Sixth 

19 speculation with an edge. 

20 THE COURT: Let him read it first. 

21 MR. RANDALL: I'd like to read a portion of it into 

22 the record. 

23 THE COURT: Let him read it first. 

24 MR. RANDALL: Okay. 

25 THE WITNESS: I have read it. 
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1 BY MR. RANDALL: 

2 Q Is that statement true, particularly with respect to the 

3 fact that the consignment node marketing concept is targeted 

4 to people who are interested enough in collectible goods to 

5 own a collectible shop? 

6 A Yeah. I thought the best initial market for the 

7 invention was stores that had things to sell online. That's 

8 true. 

9 Q Let's go to page 2, the fourth paragraph, and 

10 specifically, I'd like to direct your attention to the portion 

11 of this paragraph that states, Suffice to say, this is the 

12 first network offering to allow a collector to speculate on 

13 the price of collectible goods in the first ever virtual 

14 market, i.e., a market made by a market maker, like NASDAQ or 

15 the NYSE -- which is New York Stock Exchange for 

16 collectible goods. Do you see that? 

17 A Yes. 

18 Q That statement was a true statement, correct, when you 

19 made it? 

20 A It was making an analogue to NASDAQ -- I misspelled 

21 NASDAQ -- or the New York Stock Exchange. I'm just making an 

22 analogue, that this market is going to be like it could be 

23 like a stock market for one of a kind of goods that had never 

24 existed before. But technically, it really is not like the 
^.25 New York Stock Exchange. It's just the example I gave. New 
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1 York Stock Exchange is run by people, not computers. 

2 Q All I'm asking you, is that statement that you wrote, was 

3 it true when you made it? 

4 A Well, it's true to the extent I was making an analogy. 

5 Not all analogies are good . 

6 Q Let me direct your attention to page 3, first paragraph. 

7 THE COURT: Any specific sentence? 

8 BY MR. RANDALL: 

9 Q Yes. Starting with. The bandwidth necessary to keep all 

10 these databases reconciled may be cost prohibitive, so we 

11 probably need to develop a way to lock records while a good is 

12 electronically at another market and find a means for 

13 reconciling the transactions through a periodic messaging 

14 system. This of course may make error recovery problems if a 

15 market maker node crashes a bitch. This problem needs to be 

16 thought through, perhaps a combination of low bandwidth 

17 messaging methodology with a running tape backup on the nodes. 

18 Sir, was that statement true when you wrote it at or 

19 about the time you filed your application? 

20 A No. I was actually feigning difficulty to get Basil 

21 interested in it. I didn't think it was going to be that 

22 difficult. I was trying to get Basil . interested in helping 
2 3 me . 

24 Q That was not true when you wrote it? 

^.25 A No. I was acting a little more challenged than I 
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1 actually was to try to get Basil to help. 

2 Q Well when you said that this problem needs to be thought 

3 through, you had already thought through, you had already 

4 solved the problem that you were addressing there? 

5 A The software search agent solved a big piece of it, yes. 

6 Q Let me direct your attention to page 3, starting with 

7 paragraph it says, Fifth. Let me direct your attention to 

8 a series of these statements. Fifth, the electronic 

9 presentation of goods. 

10 A I»m sorry. The fifth? 

11 Q Yes. That's the paragraph I want to direct your 

12 attention to. States, Fifth, the electronic presentment of 

13 goods. This feature springs from the fact that the 

14 consignment node network is a trusted network. Since 

15 consignment nodes are franchised the franchisor, i.e., 

16 Fleanet, can police the network to assure the consignment 

17 nodes are operated on a legitimate basis, i.e., the post of a 

18 sale I'm sorry, the post of a good for sale means that it 

19 is in the hands of a trusted bailee and is for a fact 

20 available for delivery if a purchase is made. 

21 Do you see that? 

22 A Yes. 

23 Q That statement was true when you made it, correct? 

24 A We originally positioned Fleanet as a value added 

25 proposition to small stores, saying that we were going to 
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1 offer you this right exclusively and that you can generate 

2 revenue by being the person allowed to post into the 

3 electronic market. So yes, it's true to the extent that 

4 Fleanet had that original marketing goal. 

5 Q Well, you started Fleanet to implement your inventions 

6 and you wrote business plans to implement your inventions, 

7 correct? 

8 A Fleanet was a business plan to implement aspects of it, 

9 yes. 

10 Q Including this exhibit, correct? 

11 A I don't know if I sent this, but I did write this around 

12 the time frame. 

^^13 Q And that statement I read into the record from the fifth 

14 point there, that was accurate at the time you filed your 

15 applications, correct? 

16 A It was accurate, that this was the marketing pitch of 

17 Fleanet that was going to give a value added proposition to 

18 small stores, yes. 

19 Q But the point I'm really looking at here, and you know we 

20 talked about it in opening and so forth, is i.e., the post of 

21 a sale for good -- I'm sorry, i.e., the post of a good for 

22 sale means it is in the hands of a trusted bailee and is for a 

23 fact available for delivery if a purchase is made. That 

24 statement was true when you wrote this document, which was at 
^.25 the time you filed your application, correct? 
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1 A It's just like ReturnBuy. Yes, that was the Fleanet 

2 business plan goal. 

3 Q So your answer to my question is yes, that's right? 

4 A Yes. That was the Fleanet business plan goal. 

5 Q After you tried to get Mr. Hosmer excited about your 

6 inventions, you tried to get others interested in your 

7 inventions, correct? 

8 A Yes. 

9 Q In January '96, you sent your Fleanet paper to Bob Smith 

10 at MCI; is that right? 

11 A I don't know. If you have a document to show me, that 

12 would be helpful. 

^ 13 MR. RANDALL: Pull up D144 . I never liked that 

14 sound. 

15 THE COURT: That's a bad sound. 

16 BY MR. RANDALL: 

17 Q All right. What's up on the screen, Mr. Woolston, is a 

18 document that's exhibit -- Defense Exhibit 144, and it shows a 

19 date of January 15, 1996, from you to Bob Smith at MCI. Do 

20 you recognize that e-mail, sir? 

21 A I did correspond with Bob Smith at MCI. I'm just not 

22 sure of the date on this, but it's around the right time 

23 frame. 

24 Q All right. So in January '96 you sent your Fleanet paper 
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1 A We had telephone calls and I believe I sent this to him. 

2 I'm not sure, but yes. 

3 Q Well, you state in your message to Bob Smith at MCI, 

4 Thank you for making time in your busy schedule to hear about 

5 Fleanet . I was very pleased to hear your insightful thoughts 

6 and comments. As we discussed, I have attached a small paper 

7 about Fleanet. Do you see that? 

8 A Yes. 

9 Q Okay. So you wrote this and you sent it to Mr. Smith at 

10 MCI, correct? 

11 A I believe I wrote this, and I might have had some help 

12 from Herman Crank. 

^ 13 MR. RANDALL: Your Honor, I move Exhibit 144 into 

14 evidence . 

15 THE COURT: Okay. 

16 (Defendants* Exhibit 144 was received.) 

17 BY MR. RANDALL: 

18 Q By that time, eBay had been running auctions on the World 

19 Wide Web for several months, correct? 
2 0 A I don't know. 

21 Q You hadn't written any code for your consignment node 

22 patents as of that time, correct? 

23 A I don't know if I had or not. I had a rapid application 

24 development platform that I was working with. 

^.25 Q When you wrote to Mr. Smith, you indicated that you were 
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1 describing your patent, correct? 

2 A I don * t know . 

3 Q Well 

4 MR. STILLMAN: I'm sorry. I just have an objection 

5 as to form. I don't believe he had a patent at the time this 

6 was written. 

7 THE COURT: Would you rephrase your question, 
8. please? 

9 MR . RANDALL : Sure . 

10 BY MR. RANDALL: 

11 Q When you wrote Mr. Smith, you indicated that you were 

12 describing your patent application, correct? 

13 A Well, the remaining inventions in the patent application. 

14 We didn't have a patent then. We didn't get a patent until 

15 '98. 

16 Q The question -- just answer my question. When you wrote 

17 Mr. Smith, you indicated that you were describing your patent 

18 application, correct? 

19 A I don't know if I was or not. 

2 0 Q If you look at the right underneath where it says, 

21 Very truly yours, Thomas, it states. Attachments: Posting 

22 terminal/market maker service. U. S. patent application 

23 entitled: Consignment nodes. Do you see that? 

24 A Yes. 

25 Q Does that refresh your recollection? In fact, when you 
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1 wrote him, you were indicating that you were describing 

2 your patent application. 

3 MR. STILLMAN: Sorry. Could he specify as to which 

4 application we are talking about? 

5 THE COURT: Which? 

6 MR. RANDALL: A patent application. 

7 THE COURT: Just a patent application, okay. 

8 BY MR. RANDALL: 

9 Q A posting terminal market maker service. 

10 A Can I read it? 

11 THE COURT: Sure. Go ahead and read it. 

12 MR. RANDALL: Your Honor, I think I can direct him 
_ 13 to specific questions. 

"^14 THE COURT: That would be helpful. 

15 MR. RANDALL: I'll withdraw that question and move 

16 on . 

17 THE COURT: Fine. 

18 MR. RANDALL: Let me ask you. Scroll up a little 

19 bit. 

2 0 BY MR. RANDALL: 

21 Q At the time you wrote this in January of *96, you only 

22 had two applications that had been filed, right, the April '95 

23 and November '95, correct? 

24 A I don't know if I wrote the attachment in '96, but we 
^ 25 only had two patent applications on file in '96. 
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1 Q The April '95 application that we have been talking about 

2 and the November *95 application, those were the only two 

3 applications that you had on file with the Patent and 

4 Trademark Office at the time you wrote this to Mr. Smith, 
. 5 correct? 

6 A I don't know about the attachments. 

7 THE COURT: He's asking you about what patent 

8 applications you had. 

9 THE WITNESS: In 1996 there were only two patent 

10 applications, the April and November. 

11 BY MR. RANDALL: 

12 Q That's fine. And I'll direct your attention to page 2 of 

13 paragraph 2, beginning with the statement, The present 

14 invention I'm sorry. Therefore. Start with. Therefore, the 

15 Internet - 

16 All right. I want to direct your attention to this 

17 portion of your presentation to MCI. It says. Therefore, 

18 Internet customers are required to make a huge leap of faith 

19 that when they present electronic payment they are not going 

20 to get ripped off. The present invention solves this problem 

21 by placing a trusted intermediary, the market maker, between 

22 the customer and the small business. The market maker 

23 collects and/or processes payment from the Internet customer 

24 and may escrow the payment until the customer receives the 
2 5 ordered good. The customer's payment information, or even 
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1 identify, reside with the market maker and is never passed to 

2 the small business. Do you see that? 

3 A Yes. 

4 Q That was true when you made it to the statement was 

5 true when you made it to MCI; is that right? 

6 A Yes. That's what I was pitching him on, yes. 

7 Q That the present invention solves the problem of these 

8 Internet users taking this leap of faith; is that right? 

9 A Well, let's be clear. The inventions are the claims of 

10 the two patents in suit. This was paraphrasing what I thought 

11 was one of the more fundamental concepts, that the seller 

12 doesn't get the credit card. The trusted intermediary 

13 processes the payment for the seller. I think it is true. It 

14 is true to this day. 

15 Q Let's go to the next paragraph. Here starting with. The 

16 market maker gives credibility to the small business. The 

17 market maker only allows reputable dealers to post goods for 

18 sale in the electronic market. The market maker polices fraud 

19 and vets the dealers, e.g., only well-established dealers are 

20 invited and that's in quotes --to participate in creating 

21 the market. Do you see that? 

22 A Yes. 

2 3 Q Those statements were true when you made them to MCI with 

24 respect to your inventions, correct? 

25 A Well, it's true that this is what I was pitching MCI on. 
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1 I mean, I thought being invited to join something made him 

2 feel special. It would help the small businesses feel 

3 special, that they were getting some value from MCI if MCI 

4 builds the '265 system, basically. 

5 Q Well, the sentence here. The market maker only allows 

6 reputable dealers to post goods for sale in the electronic 

7 market, that statement was true about your inventions, 

8 correct? 

9 A No. It's true about the pitch I made to MCI. 

10 Q Directing your attention to page 3, paragraph 7. You 

11 gave MCI a competitive analysis; is that right? 

12 THE COURT: I can't read it. 

13 THE WITNESS: I don't recall. 

14 BY MR. RANDALL: 

15 Q I'm directing your attention to the portion of your 

16 presentation to MCI where it says competitive analysis. Do 

17 you see that? 

18 A Yes. 

19 Q You wanted to be honest in what you said, correct? 

20 A Yeah. I wanted to get a relationship with MCI. I think 

21 you start relationships with honesty, yes. 

22 Q You didn't want to mislead them, right? 

23 A No. 

24 Q You didn't want them to invest money in your company 

25 based on false statements, did you? 
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1 A No. 

2 Q And you looked around the World Wide Web before you gave 

3 them this competitive analysis, didn't you? 

4 A I think so. 

5 Q And this was your analysis, right? You weren't just 

6 guessing, were you? 

7 A It was probably my best information I had available, yes. 

8 Q You did your homework, right? 

9 A I don't know if I did or didn't. This is probably what I 

10 thought was the competitive analysis at the time -- 

11 Q Okay. 

12 A the attachment was written. 

13 Q And your competitive analysis states. There is no posting 

14 terminal service on the market today. There is no electronic 

15 market that allows speculation in collectible goods available 

16 today. Do you see that? 

17 A Yes. 

18 Q Based on your analysis, that information was a true 

19 statement , correct? 
2 0 A Yes . Probably. 

21 Q There were no posting terminal services on the market in 

22 January of '96, right? 

23 A Not the way I conceived to do it, no. Probably not. 

24 Q All right. And, of course, eBay was on the market at 
25 that time, right? 



SUSANNE V. ASH, OFFICIAL COURT REPORTER 



Page 511 

1 A I don ' t know that . 

2 Q Well, you did this competitive analysis. You looked on 

3 the Internet. You didn't -- 

4 A I don't think I was aware of eBay in. '96. That ' s pretty 

5 clear in my mind. 

6 Q Well, if you were aware of eBay in '96, you wouldn't have 

7 made that statement to MCI, that there were no posting 

8 services on the market, correct? 

9 A No, I probably would have, because this pitch was really 

10 about having MCI provide this service to MCI customers, small 

11 business customers. I think the pitch is probably true. 

12 Q If were you aware of eBay at that time strike that. 

13 You also told MCI that there is no service that 

14 allows participants to speculate in electronic collectible 

15 goods market, correct? 

16 A That's what it says, yes, 

17 Q That was a true statement, too, correct? 

18 A Yeah. Based on my understanding, it was true. 

19 Q You also told MCI how someone might design around your 

20 patent, correct? 

21 A Is it in this document somewhere? 

22 Q Let's go to well, let me first ask you the question. 
2 3 When you say, design around your invention or a patent, that 

24 means that you would not be infringing a patent, right? 

25 A Well, it would be impossible for me to really say in 1996 
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1 because the patent hadn't been issued. 

2 Q All right. Let's look at page 4, paragraph 2. You state 

3 under small business going it alone, In theory, a small 

4 business could design around the claims of the consignment 

5 node patent by manually entering information in a database and 

6 using the server in a pure retail mode, e.g., no speculating 

7 in an electronic market. Do you see that? 

8 A Yes . 

9 Q That was a true statement when you made it to MCI, 

10 correct? 

11 A I think it's true today, I think if you have a Web site 

12 and you just take credit cards over your Web site, they are 

13 not practicing the invention. 

14 Q I'm not talking about credit cards right now. I'm 

15 talking about your statement here, 

16 A That's what I meant where it says server in a pure retail 

17 mode. 

18 Q Well, what you state is you could design around your 

19 patent by manually entering information in a database and 

20 using the server in a pure retail mode, e.g., no speculating 

21 in an electronic market. Do you see that? 

22 A Yes. 

23 Q And that was true when you made it, right? 

24 A Well, I don't know how it could be true because the 

25 patents hadn't issued then. But I still believe the heart of 
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1 it, which is a Web site that just takes credit cards that a 

2 person who has his own Web site takes credit cards over the 

3 Internet does not infringe the '265 patent. 

4 Q Well, what you say is if they don't do speculating. 

5 Using a server in a pure retail mode, e.g., no speculating. 

6 You didn't invent this pure retail mode, correct? 

7 A No, I probably did not. 

8 Q EBay doesn't do this speculating function of your 

9 inventions, correct? 

10 A Yes, they do. 

11 Q They practice that? 

12 A Yes, they do. 

13 Q So let me ask you this. If a business does not do the 

14 speculation function, they operate purely in a retail mode, 

15 then your consignment node invention does not cover that, 

16 right? 

17 A If you have a Web site, that you take credit cards on 

18 your personal Web site, you don't you probably don't 

19 practice the claims of the '265, so you probably don't 

20 infringe. 

21 Q In December of '95, you sent a business plan to Paul 

22 Shearman Allen, a lawyer, outlining a business plan to attract 

23 a buyer or investor to your system; is that right? 

24 A If you show me a document, I'll help you. 

25 MR. RANDALL: Pull up D358, please. 
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1 BY MR. RANDALL: 

2 Q This is a letter dated December 17, 1995. 

3 A Is this the signed letter? 

4 Q To Paul Shearman Allen. 

5 A Is this the signed one? Yes. 

6 Q You have seen this document before; is that right? 

7 A I believe I wrote it. 

8 Q All right. You wrote it and you sent it on or about 

9 December 17, 1995, correct? 

10 A I believe so, yes . 

11 MR. RANDALL: I'll move Defense Exhibit 358 into 

12 evidence. Your Honor. 

13 THE COURT: Admitted. 

14 (Defendants' Exhibit 358 was received.) 

15 BY MR. RANDALL: 

16 Q You write on the first page. You have asked me to provide 

17 a business plan and outline to attract a buyer or investor of 

18 the invention we previously discussed. Do you see that? 

19 A Yes. 

2 0 Q At that time, were you aware that eBay had been running 

21 for months, up and running on the World Wide Web for months? 

22 A I St ill don't know if they were up and running for months 

23 at this time . 

24 Q Did you want to be as honest as possible in making these 

25 statements to Mr. Allen about your Fleanet inventions? 
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1 A I wasn't intentionally misleading him, no, but this was 

2 the pitch to Mr. Allen. 

3 Q All right. But you didn't want to make any untrue or 

4 false statements to him, did you? 

5 A No. I probably believed everything in here when I wrote 

6 it . 

7 Q All right. Directing your attention to paragraph 3. You 

8 wrote in the middle of this paragraph, The novel solution to 

9 this problem is what the patent application calls a posting 

10 terminal, a market maker, and contractual relationship between 

11 a posting terminal user and the market maker. Do you see 

12 that? 

13 A Yes. 

14 Q That statement was true, correct? 

15 A I believe it was correct when I made it. But again, this 

16 is the patent application, not the claims. It kind of 

17 actually shows me that that attachment I sent to Smith in '96 

18 probably had the genesis earlier. 

19 Q Directing your attention to paragraph 8, page 3. 

20 Underneath competitive analysis you stated to Mr. Allen, There 

21 is no posting terminal service on the market today, correct? 

22 A Yes. 

23 Q There is no electronic market that allows speculation in 

24 collectible goods available today. Those statements were true 

25 when you made them; is that right? 
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1 A Yes. Probably. 

2 Q And that was based on your competitive analysis, correct? 

3 A Yeah. Probably based on my understanding, yes. 

4 Q You told Mr. Allen what a posting terminal was and how 

5 much it would cost to make one, didn't you? 

6 A I think this had some cost items, things to put together 

7 to make it, yes. 

8 Q Let ' s go to page 5 . 

9 MR. RANDALL: Can you blow up the portion where it 

10 says posting terminal and all the items below it? 

11 BY MR. RANDALL: 

12 Q This is total cost for a posting terminal, $209,900, 
^13 right, 209,900? 

^14 A No. 

15 Q No? 

16 A No. That's for the whole system. The spread sheet -- 

17 the total is at the bottom. 

18 Q How about the posting? That's for the entire system? 

19 A Yes, correct. 3100 for the posting terminal, but this 

20 posting terminal was the inventory version of it that had the 

21 bar coding, the scanner, the printer, the camera, PC for 1500. 

22 Q So a posting terminal -- your posting terminal pursuant 

23 to your invention had all of these items attached to it, this 

24 bar code printer, bar code scanner, bar code reader, camera, 
^^25 PC, development tools, correct? 
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1 A Actually, there is two versions of it. There is one 

2 version that's for big sellers that provides an inventory 

3 software piece that has a bar coding feature in it that allows 

4 them to move a lot of goods in and out of the electric market, 

5 and there is a simpler claim version of the posting terminal 

6 that doesn't have the bar coding, reader, scanner, printer. 

7 Q You provided Mr. Allen with information about how much it 

8 would cost to operate the posting terminal, market maker 

9 system each month, didn't you? 

10 A I might have. 

11 Q Can you go to the monthly overhead section. Here at 

12 Table 2, at Table 2 you provide Mr. Allen with the information 

13 about the monthly operating cost of a posting terminal market 

14 maker system, and you list as this overhead, monthly overhead 

15 of $114,100, correct? 

16 A Yes. It included power, floor space, staff, bandwidth. 

17 Q Is that correct, sir? 

18 A Yeah, that's what I thought. 

19 Q And that information that you provided to Mr. Allen 

20 indicated that it would cost 80,000 a month for staff people 

21 to receive the goods and vouch for the goods and do all the 

22 other things that had to do with running a posting terminal 

23 service, correct? 

24 A That must have included a sales staff. That seems like a 
^^25 pretty big number, 80,000 a month. 
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1 Q Well I'm sorry. Were you finished? 

2 A Yes. 

3 Q That overhead cost for staff would include the functions 

4 of those people receiving the goods and vouching for the goods 

5 and doing all the other things that you would have to do to 

6 run a posting terminal service, correct? 

7 A No. 

8 Q It didn't include all of those? 

9 A No. 

10 Q What did it include? 

11 A I believe and it's been a long time since I have read 

12 this document. This was the company. This was to fund the 

13 company. We thought we needed a sales for -- of course, the 

14 computer go-between had to run and maintain that. He probably 

15 had to run and maintain the software, so you need some 

16 engineers. We had -- that's a pretty big number. That must 

17 have been a pretty big sales staff number. 

18 Q You already have sales cost listed there, sir, don't you, 

19 as $10,000? 

20 A That's cost. That wasn't salaries, I don't think. It's 

21 travel, meals, cost of sales. 

22 Q And what would this sales staff for $80,000 a month -- 

23 that's what you say that's for. The staff, you say that's a 

24 sales staff figure? 

25 A I don't really recall one way or the other, Mr. Randall. 
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1 It seems lik^ it would have to include a sales staff in there. 

2 Q But what would the sales staff be doing? 

3 A Be selling the service to small stores, going to pawn 

4 shops, knocking on the doors saying, hey, we got this great 

5 value added proposition for you. We have electronic market. 

6 You can have access to markets outside your own geography via 

7 the Internet . 

8 Q You were marketing here a posting terminal and market 

9 maker system that included $80,000 a month for sales staff? 

10 A Well, the fact -- 

11 Q Go ahead. 

12 A No, go ahead. 

13 Q Was that the staff to handle the goods and inspect them 

14 and deal with the. goods that you were going to post on the 

15 terminal, post on the system? 

16 A No. That's for the small store owner. The small store 

17 owner ran the posting terminal. 

18 Q And so the small store owner your system was the small 

19 system owner would pay $80,000 a month to have people going 
2 0 out and have to sell things? 

21 A No, The business was I think this is the Fleanet 

22 business plan. Fleanet was going to go sell the service to 

23 small business owners and say we have this value added 

24 proposition that you can log into our computer go-between and 
^k25 it will help you reach markets you couldn't otherwise reach. 
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1 And the pitch went further, that we can offer this to you on 

2 an inclusive basis, why you want to sign up, pay the fees. 

3 MR. RANDALL: Let's go to page 3, paragraph 5, under 

4 operating procedures. It's under franchise relationship 

5 between market maker. 

6 BY MR. RANDALL: 

7 Q I'd like to direct your attention specif ically to the 

8 section that says the franchise relationship between the 

9 market maker and the small business. Do you see that? 

10 A Where? Halfway down? 

11 Q It ' s a heading. It says franchise relationship between 

12 the market maker and the small business. 

13 A Yes. 

14 Q About three lines down over to the right-hand side, I'd 

15 like to direct your attention to this sentence. It says, 

16 Operating procedures and rules governing the posting and 

17 de-posting of goods must be developed alongside the posting 

18 terminal software. The fee arrangement, loss of franchise 

19 enforcement provisions, legal relationship between the 

20 parties, and allocation of risk must be incorporated in the 

21 franchise agreement. Do you see that? 

22 A Yes. 

23 Q And that was all true, correct, when you wrote that? 

24 A Yeah. I thought that we could go brand a small business, 

25 like put a sticker in the window, like we accept American 
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1 Express that said Fleanet, and that because the computer 

2 go-between is processing the transactions, handling the money/ 

3 that we needed a way to have an understanding with the store 

4 what happens if they get a bad credit card, who is going to 

5 pay for that . 

6 Q I'm not talking about stickers on the windows. I*m 

7 talking about your statement here that says, for instance, 

8 Business methods such as approved consignment contract forms, 

9 bailment agreements, risk disclosure forms, waivers, copyright 

10 permission and the like must be provided to the franchisees to 

11 assure orderly and legal transactions. Do you see that? 

12 A Yes. 

13 Q That was true when you made it, right, that statement? 

14 A Well, it was true that we wanted to provide a package to 

15 the small stores and say, look, this is a complete form book. 

16 Somebody walks in, you can have them sign up. These are the 

17 terms, this is your brand. We wanted to provide the value 

18 added proposition to the small store, yeah. So that was true 

19 in the business plan, 

2 0 Q And those procedures had to be developed at that time, 

21 correct? 

22 A Yeah. I wasn't much of a businessman. But that was the 

23 business idea, that we could go to these small stores and give 

24 them a value added proposition. 

2 5 Q But those procedures in that paragraph, they had to be 
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1 developed, right? They must be developed? 

2 A Does it say must be developed? 

3 Q It says, Operating procedures and rules governing the 

4 posting and de-ppsting of goods must be developed. 

5 A Yeah. Rules to give the small business owner, to explain 

6 that that electronic market is different. It's not just an 

7 advertising site . 

8 Q Right. And your patent application didn't explain those 

9 rules and procedures, did it? 

10 A Yes, it did. 

11 Q Then why did you still have to develop them? 

12 A Well, the patent application is written with an audience 
^13 of one of ordinary skill in the art, to presume to have 

^ 14 certain knowledge, like modifying the data record. But that 

15 had ramifications to explain to the lay person such as a small 

16 business owner, to explain it in a way that it made sense, 

17 that we were giving a value added proposition. This is not 

18 advertising in the newspaper. It was different. It was new, 

19 it was unique. It was something worth paying for. Those were 

20 the things we wanted to put together. 

21 Q There was no way for, for instance, a computer programmer 

22 without any legal training to come up with those rules and 

23 procedures, right? 

24 A Why not? 

^^25 Q Well, you hadn't included them in your patent, correct? 
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1 A The core concept of this market is not an advertising 

2 market. This market has finality, integrity. That is in the 

3 patent application, I believe. 

4 Q Did you believe that some of those rules and procedures 

5 to practice the consignment nodes invention were very 

6 difficult problems to solve? 

7 A Did I say that somewhere? 

8 Q I*m just asking you. 

9 A No. I think the patent application solved it. But there 

10 were explanations you are going to have to tell people, 

11 because this was new. You need to put those papers together. 

12 You had to explain this in a way that people could understand 

13 what's new and different about it, that there is obligations 

14 in participating in such a system. 

15 Q To your knowledge, had anybody ever come up with those 

16 procedures and rules before that you are talking about here in 

17 this paragraph? 

18 A I don't know if I knew it or not. I mean, I'm sure I was 

19 aware that there are rules associated with a store getting a 

20 credit card processing terminal. There is rules with that. 

21 There is agreements with that. We wanted to have a business 

22 like that, that would give value added propositions to small 

23 stores. 

24 Q But I'm talking about these business methods such as 

25 approved consignment contract forms, bailment agreements, risk 
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1 disclosure forms, waivers / copyright permission and the like 

2 must be provided to the franchisees to assure orderly and 

3 legal transactions. Do you see that? 

4 A Yes. 

5 Q Those business methods, had those ever been developed by 

6 anyone else before you? 

7 A I'm sure bailment contracts and risk disclosure forms, 

8 waivers, copyright were all well known to just about anybody 

9 who does business , 

10 Q All that stuff is well known? 

11 A Yeah, I think so. But ours had to be in a way that 

12 explained it in the context of what it meant to participate in 

13 our computer go-between system. 

14 Q And you explained all of that in your patent 

15 applications? 

16 A I believe the computer -- the patent applications, the 

17 '265 in particular, has those ramifications, yes . 

18 Q Are you aware that Dr. Steven Crocker, one of the 

19 inventors of Arpanet which became the Internet, has criticized 

20 your patent applications and said that your patent 

21 applications fail to explain any of these rules? 

22 A No. 

23 Q Did you read Dr. Crocker's expert report? 

24 A No. 

^25 Q The contractual relationship between the posting terminal 
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1 user and the market maker, the very aspect you said, was novel 

2 in the first page of this letter to Mr. Allen, was not 

3 developed yet, right? 

4 A Can you take me back to the first page? 

5 Q Sure . 

6 A Where are you? 

7 Q It's in the third paragraph. The novel -- starts with, 

8 The novel solution to this problem. The novel solution to 

9 this problem is what the patent application calls a posting 

10 terminal, a market maker and contractual relationship between 

11 a posting terminal user and the market maker. Do you see 

12 that? 

13 A Yes . 

14 Q That contractual relationship between the posting 

15 terminal user and the market maker was not included in terms 

16 of the description in your application, correct? 

17 A Well, the contractual relationship arises because you are 

18 participating in this system. It needed to be explained to 

19 the users that this was not an ordinary system. This is 

20 different. And we were trying to raise money to put these 

21 packages together to give to these stores, tell them the rules 

22 and tell them how it worked. We wanted to have them 

23 contracted with the market maker computer as well. 

24 Q No. My question was, did you describe this 

25 contractual -- the novel solution to this problem, you go on 
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1 to say, the contractual relationship between the posting 

2 terminal user and the market maker. Do you see that? 

3 A Yes . 

4 Q Was that all well known at the time you filed your 

5 applications? 

6 A You could take a patent application and write the 

7 contract in such a way to explain to somebody that this is not 

8 an advertising system . But that contract relationship arises 

9 by the very nature of the system, the very nature of the 

10 claims, the '265, that somebody -- a computer go-between is 

11 taking the money on your behalf. 

12 Q Can you answer my question? My question was, this novel 
^ 13 solution let me go on to say the contractual relationship 
^ 14 between a posting terminal user and the market maker, that 

15 novel solution wasn't well known to anyone of ordinary skill 

16 in the art at the time you filed your application? 

17 A In the context of the *265, I can answer your question. 

18 Q Okay. 

19 A Which is there is an obligation on the seller form, 

20 because the market maker is processing the money on their 

21 behalf. I believe that is disclosed and was unique. It is a 

22 unique feature of the claims of the '265 patent. 

23 Q I'm asking you for the third time, was that novel 

24 solution, this contractual relationship between the posting 
^25 terminal user and the market maker, was that well known to 
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1 anyone of ordinary skill in the art at the time you filed your 

2 application, yes or no? 

3 A I think source of confusion is that when you say 

4 contractual relationship, you mean like a written contract 

5 with all the terms and conditions? 

6 Q I'm talking about the document you sent to Mr. Allen. 

7 A Well, then, I have answered your question, because the 
contractual relationship in context of the »265 arises from 



8 



9 participating in this type of system. There is an obligation 
10 on the seller to perform when the computer go-between takes 



11 the money on your behalf 



12 



i 



Q You were referring to this novel solution in this 

13 document as a contractual relationship -- 

14 THE COURT: Just a second. The court reporter needs 

15 to change paper. 

16 BY MR. RANDALL: 

17 Q I'm asking you, sir, this novel solution to the problem, 

18 the contractual relationship between a posting terminal user 

19 and the market maker, was that well known to those of ordinary 

20 skill in the art at the time you filed your application? 

21 A It was well known. You can hire a lawyer to say I want 
2 2 this kind of contract written. What was unique about the 

2 3 concept is that in this system, you have an obligation to 

24 perform that relationship between you and the market maker and 

25 the computer, but the computer go-between is processing credit 
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2 your item is sold, you have an obligation to send that item to 

3 the buyer and we have the money for you . That ' s the 

4 contractual relationship. That's the novel contractual 

5 relationship here I'm trying to impart to Mr. Allen. 

6 MR. RANDALL: Okay. I'm done. I'm not through, but 

7 I understand we want to take a break. 

8 THE COURT: I know that. Have a nice lunch. 2:15. 

9 (Whereupon, the jury departed the courtroom.) 

10 THE COURT: Now, I've just added up the number of 

11 witnesses that you all said might be testifying in this case, 

12 and it appears MercExchange ' s list is adding 

13 Mr. Woolston --25 and the defendants' list is 33. We are in 
""l4 our second day of trial. We don't have a contract with this 

15 jury, but we certainly have told this jury that we are talking 

16 about three weeks. We've got to move it along. 

17 And I understand he's a very important witness to 

18 both the plaintiff and the defense. I have no idea how long 

19 your witnesses are going to take. I have to assume that we 

20 are not going to take anywhere near as long with a lot of the 

21 witnesses as we are taking with Mr. Woolston. 

22 MR. RANDALL: He is the most important witness in 

23 the case . 

24 THE COURT: So all I'm saying is, is that I will 
^^5 tell you, that if we just drag on and drag on and drag on, the 
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1 jury is going to get upset. That's all I can tell you. I 

2 understand he's an important witness. Do you think you will 

3 be finished with him today? 

4 MR. RANDALL: I sure hope SO. Part of the problem 

5 is I don't think a number of my questions are getting 

6 answered, but that's beside the point. 

7 THE COURT: Okay. 

8 MR. RANDALL: It all depends on how he responds. I 

9 certainly could finish today, I would hope the witness could 

10 be responsive and we could do that. 

11 THE COURT: All right. Mr. Woolston, same 

12 prohibition we had last night. Obviously, you are not to 

13 discuss your testimony with anyone, and I'll see you all at 

14 2:15. 

15 (Court recessed at 1:00 p.m.) 
16 
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1 PROCEEDINGS 

2 (Proceedings resumed after luncheon recess as 

3 follows:) 

4 (The jury entered the courtroom.) 

5 THE COURT: Hope everyone had a good lunch. 

6 Mr. Randall? 

7 MR. RANDALL: Thank Your Honor. 

8 CROSS-EXAMINATION (Cont'd. ) 

9 BY MR. RANDALL: 

10 Q. Mr. Woolston, during the 1996 and 1997 time frame, 

11 you made a number of efforts to contact or to find business 

12 partners to help with you this consignment node system, 

13 correct? 

14 A. I believe we were trying to raise capital then, 

15 yes, or find partners. 

16 Q. You contacted a company in 1996 called KPCB Java; 

17 is that right? 

18 A. That was actually a fund run by Kleiner, Perkins & 

19 Byers . 

20 Q. All right. You contacted them, gave them. a copy 

21 of your business plan to see if they would be interested in 

22 investing, right? 

23 A. I think we sent them the patent application and 

24 the business plan, yes. We sent that to California. 
^1^2 5 Q. And they didn't invest any money in MercExchange , 
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1 right? 

2 A. No. 

3 Q. They didn't partner with MercExchange, correct? 

4 A. No. 

5 Q. By August of 1997 you had left Howrey & Simon, the 

6 law firm, and went to another firm in Washington, D.C., Fish 

7 & Richardson; is that right? 

8 A. Yes, I believe I was at Fish & Richardson in 1997. 

9 Q. Why didn't you instead just write the . code to 

10 start your business? 

11 A. Capital. Lack of capital. 

12 Q. Did you know at the time, in August of '97, that 

13 eBay was on the World Wide Web conducting on-line auctions? 

14 A. I don't know if I knew by then or not. I think it 

15 was around that time frame I became aware of eBay. 

16 Q. Now, you filed your first application in April of 

17 ' 95 , correct? 

18 A. No, I take that back. I, I don't think I was 

19 aware of eBay in '97. 

2 0 I'm sorry, go ahead. 

21 Q. All right. You were up to speed and one of 

22 ' extraordinary skill in the art at the time you filed your 

23 application in April of '95, right? 

24 A. I thought in ' 95 I was one of extraordinary skill 

25 in the art, yes. 
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1 Q. And you continued, through 1996 and 1997, to keep 

2 up with the state of the art as it related to your 

3 inventions, did you not? 

4 A. I don't know if that's necessarily true or not. 

5 Q . You don ' t know? 

6 A. No. Technology has a shelf life. I was getting 

7 further out of engineering school and I wasn't in a 

8 programming job. 

9 Q. But you continued to file patent applications, 

10 right? 

11 A. We filed additional patent applications in '99, 

12 1999. 

13 Q. All right. Did you keep up with the state of the 

14 art after filing your application in '95? 

15 A. I, I don't think so. I didn't actively go out -- 

16 I didn't have a programming job. 

17 Q. And you never saw eBay or heard of eBay on the 

18 World Wide Web even as late as August of '97? 

19 A. Maybe. I just don't have a specific recollection. 

20 Q. In 1997 you continued to look for investors and 

21 partners who would help you with this consignment node 

22 system, correct? 

23 A. Yes. 

24 Q. You contacted a company in June of '97 called 

25 Wavelynx, L.L.C., correct? 
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1 A- He was a yes. I contacted a guy and met with 

2 him over in Old Town, Alexandria. 

3 Q. And that company did not partner with you, right? 

4 A. No They were a small company. They didn't have 

5 capital either. No, we did not partner with them. 

6 Q. They didn't have any money? 

7 A, No. 

8 Q. Why were you contacting them about your invention? 

9 A. Well, they, they had a newspaper article, I think 

10 it was in the Washington Post, about some activities they 

11 were doing, so I contacted them, tried to get them 

12 interested in working on MercExchange . 

^ 13 Q. And nothing came of that contact, right? 

^14 A. No. 

15 Q. You contacted Adams-Eliot, L.L.C. in August of 

16 '97, correct? 

17 A. Yes. 

18 Q. And they didn't partner with you, right? 

19 A. Well, Adams-Eliot, L.L.C. is a friend of mine's 

20 company. It's a one man company. I sent him the business 

21 plan and a cover letter to see if I could get some interest, 

22 but I never got a partner out of it, no. 

23 Q. You never got a partner and didn't develop any 

24 interest in your system, right, with respect to that 
^^25 contact? 
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1 A. Bill batch was very interested in helping, but we 

2 didn»t have any capital. We didn't find any capital. 

3 . Q. You contacted, in October '97, J.G. Fogg & 

4 Company, Inc. right? 

5 A. I think so. 

6 Q. Gave them your business plan, right? 

7 A. We might have. 

8 Q. Okay. But you didn't get any investment from them 

9 or any partnering deal from them either, did you? 

10 .A. No, I think they were in Massachusetts. 

11 Q- In November of '97 you wrote Parthenon Group, gave 

12 them your business plan -- 

13 A. Right. 

14 Q. -- right? 

15 A. Yes. 

16 Q. And you didn't partner with him, and you didn't 

17 get any money from them either, did you? 

18 A. No. They didn't invest. 

19 Q. In March of strike that. 

2 0 In November of '97 you wrote George Mason 

21 University and gave them your business plan, right? 

22 A. Yes. 

23 Q. Nothing came of that, either, right? 

24 A. I wouldn't say nothing. I got in touch with the 
2 5 Redmon Group through. George Mason University and I met with. 
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1 I think it was Mr. Redmon. He had a small company over in 

2 Old Town Alexandria. 

3 Q. They didn't invest and they didn't partner with 

4 you, correct? 

5 A. They were very interested in doing it, but they 

6 didn't have any capital either. So they did not. We did 

7 not, we weren't able to pursue it together. 

8 Q. In June of '98 you wrote the Washington Antiques 

9 Center and gave them your business plan, right? 

10 A. Yes. 

11 Q. And they weren't interested in giving you money or 

12 partnering with you either, were they? 

13 A. No. 

14 Q. Throughout this time frame, through 1996 through 

15 199, you didn't write any software code to implement your 

16 consignment node inventions, did you? 

17 A. Probably correct. 

18 Q. You made no effort whatsoever to try to build your 

19 system, did you, during that time period? 

2 0 A. No. We made a lot of effort to find venture 

21 capital in Virginia, to find people willing to partner here 

22 in Virginia. 

23 Q. And no one did, right? 

24 A. No. We were unsuccessful. 

25 Q. And that wasn't because eBay was out there right? 
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1 Because you hadn't even heard of eBay, correct? 

2 A. I don't know if I had heard of eBay or not. 

3 Q. But in all these meetings that you had with all 

4 these people, no one ever mentioned eBay, right? 

5 A. Probably not. I don't think any of us had ever 

6 heard of eBay. 

7 Q. All right. So your failure to develop more money 

8 or partners during this time period, from 1996 to 1998 had 

9 nothing to do with eBay, right? 

10 A. I don't know. I can't ascribe the motives of the 

11 California venture firms we solicited, the Massachusetts 

12 venture firms. Maybe they knew something I didn't. 

13 Q. By the end of 1998 you had moved to a third law 

14 firm, the Hunton & Williams law firm, correct? 

15 A. I think that's about the time frame. 

16 Q. And you still hadn't tried to at least build your 

17 system in terms of writing code, right? 

18 A. I personally hadn't written code. We were still, 

19 I believe, seeking partners. 

20 Q. Right. But by the end of 1998, neither you nor 

21 anyone on your behalf had begun or even attempted to write 

22 code for your system, right? 

23 A. No, I said I began writing code in ' 94 . I had a 

24 RAD tool, I did a GUI for it, but I stopped. I didn't have 

25 time to do it in '94 or I'm sorry, '95. So the answer to 
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1 your question is I did a little bit in '95, but I wasn't 

2 able to find other technical partners. 

3 Q. All right. So from 1995 through the end of 1998, 

4 either neither you nor anyone on your behalf attempted to 

5 write code to implement your inventions, right? 

6 A. I don't know if I was still trying to do it in 

7 late '95. Probably not. 

8 Q. By the end of 1998 you heard of PriceLine.com, 

9 correct? 

10 A. Yes, By the end of '98. 

11 Q. And that was the name-your-own-price system right? 

12 A. Yes. 

^13 Q. You would log on, name your own-price, and maybe 

^ 14 some airline would accept it, right? That's basically how 

15 it worked? 

16 A. It's a, it's a little more technical than that. 

17 Q. Okay. You believe that you invented the 

18 name-your-own-price idea, don't you, sir? 

19 A. No. 

2 0 Q. You believed that the name-your-own-price system 

21 implemented by PriceLine was described in your patent, don't 

22 you? 

23 A. It interfered they had a patent to issue, the 

24 '207 patent, that interfered with one of the, one of the 
^25 modes in our application, yes, I believe that. 
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1 Q. And you stated that when you read that PriceLine 

2 had a patent, right? 

3 A. Yes. 

4 Q. And it issued, right? 

5 A. Yes. 

6 Q. Got through all the procedures at the Patent 

7 Office and issued, right? 

8 A. Yes. 

9 Q. And you stated that when you read that patent, the 

10 PriceLine patent, you were shocked that this examiner had 

11 not declared an interference between your patent and their 

12 patent, correct? 

13 A, Probably. 

14 Q. Well, that's what you wrote, right? 

15 A. I don't know. 

16 Q. And an interference between your patent and the 

17 PriceLine patent, what does that mean, sir? 

18 A. Because we were earlier in time, the Patent Office 

19 issued a patent to PriceLine that was filed 16 months after 

20 we filed ours. 

21 And interference, because we were trying to 

22 commercialize our invention, there was the potential that 

23 one of the nodes of our invention could have infringed the 

24 PriceLine patent. And interference is a procedure at the 

25 Patent Office where you can submit documents, make your 
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1 petition to the Patent Office and say these two patents are 

2 tangled, we need to award priority and untangle them. 

3 Q. So you thought the Patent Office, during the 

4 prosecution of the PriceLine patent, should have discovered 

5 your application as prior art and declared this 

6 interference, right? 

7 A. Our patent applications weren't prior art at the 

8 time to PriceLine. The European patent application probably 

9 was prior art to PriceLine. I'm not an expert on 

10 interference practice. 

11 Q. All right. But you were shocked, you didn't 

12 believe the Patent Office had done, had done their job 
^.13 properly with respect to these two applications that were 
" 14 pending at the same time in the Patent Office, right? 

15 A. It's not really a matter of doing their job 

16 correctly, it's just a procedure that's set up at the Patent 

17 Office you can provoke, you can invoke, and have the patents 

18 untangled. 

19 Q. The after some further -- strike that. 

20 You contacted PriceLine and asked them to partner 

21 with you, didn't you? 

22 A. Yes. 

23 Q. And you stated after some further investigation, 

24 you contacted PriceLine to propose that MercExchange and 
^^25 PriceLine work together to fully develop the technology, 
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1 right? 

2 A. Yes. 

3 Q. And after you explained your patent and your 

4 inventions to PriceLine, they offered you and this is 

5 your words -- they offered you a peppercorn for the entire 

6 intellectual property portfolio for MercExchange , right? 

7 A. Yes. It's been my impression that big companies 

8 don't like to deal with the small inventors. 

9 Q. That's not my question. My question was that 

10 after -- 

11 A. That's correct. That's correct. It was a very 

12 low offer. 

13 Q. What was it? 

14 A. I don't remember. 

15 Q. You can't remember what the offer was? 

16 A. It was very low. 

17 Q. That was the first offer you'd ever received for 

18 your intellectual property rights, and you can't remember 

19 what it was? 

20 A. No. 

21 Q. That was the first offer you had ever received for 

22 your intellectual property rights, correct? 

23 A. Probably. 

24 Q. And PriceLine had heard your explanation of all of 

25 your intellectual property rights and had done their 
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1 homework at the time, correct? 

2 A. No, I don't know that. 

3 Q. Okay. The interference that you filed in 1998, 

4 you asked the Patent Office to give you the PriceLine patent 

5 claims, right? 

6 A. It's more complicated than that. I'm not an 

7 interference expert. It has to do with setting up account. 

8 It's like a phantom patent claim that covers the two and 

9 then they try to untangle them. 

10 Q. But you thought that you, based on your 

11 application, rightfully owned the PriceLine patent claims, 

12 correct? 

13 A. No, that's not exactly how it that might be an 

14 inartful way of putting that. I might have even said that 

15 at one. But the problem was that we were still hopeful that 

16 we could commercialize the invention, and there was a patent 

17 out there, PriceLine patent that we could have been 

18 infringing. So to protect our rights, we had to file this 

19 paperwork with the Patent Office to say please untangle 

20 these two patents. 

21 Q, You complained to the national media that 

22 PriceLine was ripping off our intellectual property and that 

23 you, not the PriceLine entrepreneur. Walker, had invented 

24 the name-your-own-price idea, didn't you? 

25 A. I don't know if I said that or not. 
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1 Q. Probably? 

2 A. I just don't have all these dates fixed in my 

3 head. But yeah, that's, that time frame sounds right. 

4 Q. Would you like me to refresh your recollection 

5 with your videotape testimony? 

6 A. I don't think you were putting the document in 

7 front of me in my deposition either, so I don't think it's 

8 going to help me. If you have the employment agreement, I'm 

9 happen to tell you the date on the agreement. 

10 MR. STILLMAN: Excuse me. I've tried not to 

11 object, but I don't see what the relevancy of all this is to 

12 a patent infringement suit. So I object on the basis of 

13 relevancy. 

14 MR. RANDALL: He introduced a series of Aden 

15 Enterprises license agreements claiming that those represent 

16 a damages figure. They are seeking an enormous -- 

17 THE COURT: Okay. Wait a minute. Just a second. 

18 MR. STILLMAN: If he's trying to establish that 

19 there was a related party relationship between Mr. Woolston 

20 and Aden at the time the license agreement was entered into, 

21 I'll stipulate to that. There was. 

22 MR, RANDALL: Your Honor, I think the jury needs 

23 to hear the evidence. If he wants to withdraw those license 

24 agreements, he can withdraw the license agreements. 

.25 THE COURT: Why don't you go into the jury room 
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1 for a second, please? 

2 (Jury left the courtroom.) 

3 THE COURT: I tried my very best not to have to do 

4 that. Now let's get on with it. What is the issue? Why is 

5 it relevant? 

6 MR. RANDALL: The issue is, Your Honor, he is 

7 testifying -- they have put into evidence these license 

8 agreements claiming that they are arm's length transactions; 

9 that these are fully negotiated arm's length transactions 

10 between MercExchange on one hand and Aden on another; 

11 between MercExchange on one hand and various Aden 

12 subsidiaries. They form the core of their damages case in 
^13 this case. What they argue is that those license agreements 
^ 14 between Aden and MercExchange, Leftbid and MercExchange and 

15 Cheapfares and MercExchange, a number of these license 

16 agreements, all support their reasonable royalty in this 

17 case as arm's length transactions between MercExchange and 

18 these other companies. 

19 In fact, and we've argued throughout this case, 

20 that they're not arm's length transactions; that 

21 Mr. Woolston was on both sides of the table. He had, he was 

22 an officer in both companies, he was an owner of both 

23 companies. These are nothing more than sham agreements 

24 intended to use later in litigation. In fact, there is an 
^^25 agreement in place for them to sue eBay in the 1999 time 

PAUL L. McMANUS, COURT REPORTER 



Page 561 

1 frame as well. So at a time when they had their targets 

2 fixed on eBay, two companies with an ownership interest in 

3 the lawsuit, with an ownership interest in each other, are 

4 cutting these license agreements back and forth, numerous 

5 ones, and their damages experts are relying on them. 

6 THE COURT: Okay. 

7 MR. STILLMAN: Mr. Randall is right in part and 

8 wrong in part. They are clearly not -- 

9 THE COURT: Does that mean the firm has -- 

10 MR. STILLMAN: -- arm's length transactions. 

11 THE COURT: -- reversed employees? 

12 MR. STILLMAN: I agree with him. They are not, 

13 and I've never contented that they are arm's length 

14 transactions. They are clearly related parties. As a 

15 matter of fact, I brought that out in direct, that these 

16 were related party transactions because Mr. Woolston was an 

17 officer both in Aden and in MercExchange at the time. And 

18 so I've never contented otherwise, and I would stipulate to 

19 that fact and we can move on and get things going to the 

20 things that are relevant. 

21 It's also wrong to say that we're offering this 

22 license agreement to prove a reasonable royalty. It is 
2 3 relevant to the consideration of what a reasonable royalty 

is, because under the Georgia Pacific factors, anyone who 



24 



25 establishes one has to look at all of the license 
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1 agreements -- 

2 THE COURT: Right. 

3 MR. STILLMAN: the company has. But our expert 

4 will tell yoU; yeah, I looked at it and I saw that it was a 

5 related party transaction. And so that obviously has an 

6 effect on it. And he will say that. But this is going on 

7 much too long. It's not relevant. 

8 MR. RANDALL: Your Honor, we brought a motion in 

9 limine on this and we wanted to exclude it for this very 

10 reason; that it is not an arm's length transaction, it 

11 doesn't mean anything, and yet they resisted that, number 

12 one. But number two, their damages experts are relying on 

13 this, and I believe their damages experts have said that 

14 they believe that these were arm's length transactions, I 

15 can find documents and pleadings and expert reports that 

16 will indicate that they argued that these were arm's length 

17 transactions. That Mr. Luther 

18 THE COURT: "They" meaning who? 

19 MR. RANDALL: MercExchange . 

20 THE COURT: All right. 

21 MR. RANDALL: I'm not going to go into this much 

22 further, but I think the jury needs to hear what type of 

23 relationship existed between these companies. Particularly 

24 the ones with respect to the license fees. 
^^2 5 THE COURT: How many companies are you talking 
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1 about? 

2 MR. RANDALL: What's that? 

3 THE COURT: How many companies are we talking 

4 about? 

5 MR. RANDALL: It's Aden and it's LeftBid. I think 

6 there's one other. But I don't anticipate much more on 

7 this, but I've got to walk through the agreements that they 

8 are relying on. 

9 And by the way, this agreement in January of 1999 

10 between Aden and MercExchange was the only agreement that 

11 was entered into between Mr. Woolston and MercExchange and 

12 Aden where he was not at that time a co-owner, co-officer of 

13 both companies. In the April agreement he was, the October 
agreement he was . 

15 THE COURT: Anything else? 

1^ MR. STILLMAN: No. Your Honor, the only thing I 

17 would say is if we have continued -- contended that this is 

18 anything other than a related party transaction, I'm not 

19 aware of it. Because I would never have agreed to do that. 

20 It is clearly a related party transaction. Related party 

21 transactions occur in public corporations all the time. 

22 They are footnoted in the financial instruments. 
2^ I'll stipulate, I'd offer that stipulation today, 

24 that it is a related party transaction. 

25 THE COURT: Objection's overruled. 
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1 A, I believe so. 

2 Q. And what's your understanding of that, sir? 

3 A. It's like you and I, as total strangers, negotiate 

4 for the best bargain at arm's length. Each representing 

5 themselves . 

6 Q. And these agreements between MercExchange and Aden 

7 Enterprises, they were license agreements for your patents, 

8 right? 

9 A, Yes. 

10 Q. And because they were entered into while you were 

11 general counsel and chief technology officer and co-owner of 

12 Aden on one hand, and an owner of MercExchange on the other, 
^j^l3 they were not arm's length transactions, were they sir? 

14 A. That's correct. They were related party 

15 transactions. 

16 Q. And at that time you were serving as managing 

17 member of MercExchange, correct? 

18 A. Yes. 

19 Q. And you've always been the managing member of 

20 MercExchange, correct? 

21 A. Yes. 

22 Q. Which means that you're the CEO and president, 

23 right? 

24 A. Yes. 

^^25 Q. And you had a fiduciary duty do you not, to your 
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1 not . 

2 MR. RANDALL: I don't know what the objection is. 

3 All I'm doing right now is establishing exactly what Nahan 

4 has taught and disclosed with this witness. 

5 THE COURT : Okay . 

'6 MR. STILLMAN: Okay. Well, I object. 

7 THE COURT: I'm going to allow him to do it. But 

8 Mr. Randall, you're going to have to stop. I think this 

9 jury is getting awfully tired of this, frankly. 

10 I know the Court is. 

11 (Bench conference concluded.) 

12 BY MR. RANDALL: 

^^13 Q. So Dr. Weaver, when you told the Court in your . 

14 declaration that everything described by examiner Kemper 

15 that was in the Salmon reference was cumulative of Nahan, 

16 what you were isaying was all of this information that 

17 examiner Kemper said was in Salmon, in your opinion, was 

18 taught and disclosed by Nahan, correct? 

19 A. Yes. That these items were present. 

2 0 Q. Okay. So in your opinion, Nahan teaches a method 

21 for conducting sales on the Internet, right? 

22 A, It can be used over the Internet. 

23 Q. Well, it teaches that, does it not? 

24 A. Yes. 

Q. Okay. And Nahan teaches, in addition to 
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1 Q- Would you agree that the Patent Office's person of 

2 ordinary skill in the art in 1995 would understand that 

3 Nahan discloses, among other things, the transaction having 

4 finality of transaction? 

5 A. Well, Nahan doesn't use those words. 

6 Q. That's not my question. 

7 MR. RANDALL: And just for the record, what is 

8 highlighted up on the screen is the same exhibit, I believe 

9 it is exhibit 435, and it's either at page 3090 or 3089. 

10 And the portion -- 3089. And the portion that I'm directing 

11 the witness to is where it says, Nahan discloses 

12 facilitating a financial transaction in the fist tier 

13 electronic market between a consumer participant and a 

14 dealer participant, the transaction having finality of 

15 transaction. 

16 BY MR. RANDALL: 

17 Q. And so the question. Dr. Weaver, is do you agree 

18 that the Patent Office's person of ordinary skill in the art 

19 in 1995, when Looking at Nahan, would believe that the Nahan 

20 patent discloses, among other things, a transaction having a 

21 finality of transaction? Yes or no. 

22 A. I think the Patent Office yes. One must have 

23 thought that. 

24 Q. And based on your review of what the Patent Office 
.25 considered to be one of ordinary skill in the art in 1995, 
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1 you understand that the Patent Office rejected \l\one 149 of 

2 Mr. Woolston's claims based on Nahan, right? 

3 MR. STILLMAN: Objection. That's not relevant to 

4 this case, I mean, and they're not final rejections, and 

5 Mr. Randall knows that. 

6 MR. RANDALL: They're all based on the Nahan 

7 reference and they're all based on the same specification. 

8 I'm just asking if the witness understands that. 

9 MR. STILLMAN: It's irrelevant. 

10 THE COURT: If he understands it. And 

11 Mr. Stillman, you can ask him questions about that. 

12 Do you understand that? 

13 THE WITNESS: Yes. 

14 THE COURT: Next question? 

15 MR. RANDALL: No further questions. 

16 THE COURT: No further questions? That's even 

17 better. Okay. 

18 MR. STILLMAN: I promise to be very quick. 

19 REDIRECT EXAMINATION 
2 0 BY MR. STILLMAN: 

21 Q. Dr. Weaver, have you seen any evidence in this 

22 case that you relied upon that would demonstrate to your 

23 satisfaction that the Nahan system was ever operational? 

24 Was ever operational? 

2 5 A. Absolutely not. Even that video that we saw 
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Cuirently before the court are ten post-trial motions in the above-styled case; seven filed by 
the plaintiff and three filed by the defendants. Each motion is addressed separately below. 
L Background 



defendants liable for $35 million for willfully infiinging the plaintiffs patents, U.S. Patent Nos. 
6,085,176 C*the *176 patent) and 5,845,265 ('the *265 patent"). The court has previously discussed 
the nature and detail of the litigation and as such, will not reiterate it here. Following the reading 
of the jiuy*s verdict, the defendants made a number of oral post-trial motions, which were to be 
followed up with written briefs. The plaintiff also indicated that it would be filing various post-trial 
motions. The court endorsed the schedule ofbriefing agreed to by the parties. Accordingly, on June 
12, 2003, the defendants filed three motions, including (1) Half.com's Renewed Motion for 
Judgment as a Matter of Law and Motion for a New Trial on the *176 Patent; (2) eBay and 
Half.com*s Renewed Motion for Judgment as a Matter of Law and Motion for a New Trial on the 
*265 Patent; and (3) eBay and Half,com*s Renewed Motion to Strike Testimony of Plaintiffs 
Damages Experts, Motion for New Trial, or Motion for Judgment as a Matter of Law. Likewise on 



On May 27, 2003, after a five-week jury trial, the jury returned a verdict finding the 



June 12, 2003, the plaintiff filed the following motions: (1) Motion for Entry of a Permanent 

Injunction Order; (2) Motion to Enforce Judge Friedman's Injunction Order of February 26, 2003, 

and for Order to Show why Defendant eBay, Inc. Should Not be Held in Contempt for Facilitating 

Violations of Judge Friedman's Injunction Order of February 26, 2003; (3) Renewed Motion for 

Judgment as a Matter of Law; (4) Motion for Prejudgment and Postjudgment Interest; (5) Motion 

for Post-Verdict and Postjudgment Accoimting; (6) Motion for EnhancedDamages Under 34U.S.C. 

§ 284 and Attorney Fees Under 35 U.S.C. § 285; and (7) Motion for Entry of Final Judgment. 

Responses to these motions were filed on June 23, 2003' and the rebuttals on June 30, 2003. 

As all the motions are now fully briefed, they are ripe for review. 

n. Discussion 

A. Defendants' Motions^ 

1. HaIf.com*s Renewed Motion for Judgment as a Matter of Law and 
Motion for a New Trial on the '176 Patent 

In this Motion, Half com argues that it is entitled to judgment as a matter of law ("JMOL") 

on noninfringement and invalidity for obviousness, and seeks a conditional new trial. While this 

court could go into detail as to each and every argument made by Half com in its JMOL, the court 

will not do so. Halfcom reargues most, if not all, of the arguments made to the jury. These 

arguments, while clearly persuasive in the eyes of the defendants, did not convince the jury of their 

theory of the case. JMOL cannot be granted against a party unless •'there is no legally sufficient 

' The due date for the responses was actually June 22, 2003; however, because this fell on 
a Sunday, the parties had until the following Monday to file their response briefs. 

^ The court notes that the defendants' Motions are written as if they are appellate briefs. 
In fact, nowhere in any of the Motions or accompanying Memoranda do the defendants cite the 
standard for judgment as a matter of law following a jury verdict 

2 



evidentiaiy basis for a reasonable jury to find for that party on tbat issue...." Fed R. Civ. P. 50(a). 
Thus, JMOL should not be granted unless 

(1) there is such a complete absence of evidence siqjporting the verdict that the jury's 
findings could only be tibe result of sheer surmise and conjecture or (2) there is such an 
overwhelming amoxmt of evidence in fevor of the movant that reasonable and fair-minded 
men could not anive at a verdict against him. 

Jamesburv Corp. v. Litton Indus, Prods. Inc.. 756 F.2d 1556, 1558 (Fed. Cir. 1985). When ruling 
on a motion for JMOL, a jiidge *'must consider all the evidence in a light most favorable to the non- 
mover, must draw reasonable inferences favorable to the non-mover, must not determine credibility 
of witnesses, and must not substitute its choice for that of the jury between conflicting elements in 
the evidence." Perldrt-Rl mer Corp. v. Computervision Corp., 732 F.2d 888, 893 (Fed. Cir. 1984) 
(internal citations omitted). Given this standard, the court m\ist deny Half corn's Motion, 
a. Noninfringement 
First, with respect to noninfiingement, the plaintiff was required to prove by a preponderance 
of the evidence that the defendants' systems practiced each and every claim limitation, hi order to 
facilitate this, the plaintiff used claim charts which its expert witnesses discussed during direct 
examination. While the defendants put on dieir own experts to contradict the testimony of the 
plaintiffs experts, the jury was entitled to judge the credibility of these witnesses for themselves. 
The fact that the defendants disagree with the plaintiff s experts' conclusions is not a basis for JMOL 
or a new trial. Half.com makes five main arguments as to why JMOL is required for 
noninfiingement, including (1) that no reasonable jtuy could have foimd the *176 electronic 
maricet/trusted network limitations; (2) no reasonable jury could conclude that Half com searches 
a pluraUty of electronic markets for an item; (3) Al Books, TextBooksX, and Buy.com are not 
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electronic markets or trusted networks; (4) Halfcom uses a noninfringing centralized database 
technique with FTP files; and (5) no reasonable jury could find willfiilness. 

With respect to tihe first argument, Half.com essentially reargues this court's Martanan 
ruling. Specifically, Half.com contends that it is not a trusted network but rather a person-to-person 
system and the coiirt erred in not providing the jurors with the entire Markman Opinion. The 
defendants have argued this person-to-person versus trusted network issue repeatedly over the course 
of this litigation. At no point during the two-day Markman hearing did either side ask the court to 
define person-to-person system.^ When the court ruled that the plaintiffs patents envisioned a 
trusted system and not aperson-to-person system, it was not saying that eBay or Half com was either 
a trusted system or a person-to-person system. These were simply terms used by the parties 
throughout the hearing. Moreover, when the plaintiff raised the issue in a Motion to Reconsider its 
Motion to Reconsider, the defendants balked and filed a sur-reply to respond to the plaintiffs 
attempt to reargue Markman . At trial, the defendants argued that it was not a trusted system, but 
instead, a person-to-person system. In opposition, the plaintiflFoffered evidence of the various trust- 
enhancements that eBay and Half com incorporated into their systems. The jury clearly found that 
the defendants operated trusted systems and infiinged the patents. The court will not now find as 
a matter of law that Half.com is a person-to-person and not a trusted system. 

As for the next two arguments, Half.com argues that the JMOL is required because it does 
not search a plurality of electronic markets for a particular item, as these trans were defined by this 

^ It was the defendants who, during the Markman hearing and in their supporting briefe, 
asked this court to find that the terms auction, electronic market, and market for goods must exist 
on a trusted network or system or with a trusted intennediary. The plaintiff simply asked this 
court to give these terms their ordinary meaning. 
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court. Hal£com maintains that in order to be an electronic market, a participant must be able to buy, 
sell, search, and browse for goods online. Half.com argues that because there was insufiBcient 
evidence that sites such as Buy.com and AlBooks allow participants to sell online, they cannot be 
electronic markets. However, Half.com is mistaken. This court*s Markman Opinion stated that 
"electronic market is construed as a trusted networic or system where participants can buy, sell, 
search or browse goods online." Markman Opin.. Dkt. 207 f Oct. 18, 2002), p. 30 (emphasis added). 
There was nothing in this claim construction that required the electronic market to do all four 
functions cited. Likewise, Half.com argues that it does not search for a unique or particular item and 
thus, cannot infiringe. However, as the court ruled in its Maikman Opinion, "an item is a good." Id 
at p. 3 1 . The court did not define an item as a unique or particular good. The court will not now 
overtum a valid jury verdict based on these arguments over the Marionan construction. 

Next, Half.com reargues its position that it does not infiinge the patent because it uses a 
centralized database technique with FTP files. The defendants strenuously argued tiiis point at trial, 
and even created a somewhat lengthy animation clip of what the Half.com system does to populate 
its database. The defendants' expert. Dr. Maly, walked the jury through this animation in great 
detail. However, it was thejury's right to accept this evidence or not. Clearly it did not Instead, 
the jury reUed on the deposition testimony of Mr. Balijepalli, as well as the ^ert testimony of Dr. 
Frieder. The fact that 'there may have been trial evidence favorable to both sides ... is simply 
irrelevant" Shatterproof Glass Corp. v. Libbev-Owens Fond Co.. 758 F.2d 613, 621 (Fed. Cir. 
1 985). This does not provide a proper basis for the court to enter JMOL in favor of Half.com. 

The final point raised byHalf.com, which is equally ^licable to the defendants* JMOL for 
the '265 patent, see infira. is Half.com*s insistence that the jury erred in finding it willfiilly infringed 



the* 176 patent. The plaintiffcontOTds that becaiise the defendants knew of its patra^ since at least 
June of 2000, and failed to obtain an opinion of counsel or conduct a patent clearing investigation, 
they cannot argue a good-faith belief that the patent was invalid or not infringed. The defendants, 
on the other hand, state that the Federal Circuit has held that the failure to obtain an opinion of 
counsel does not mandate a finding of willfuhiess. See, e^ Read Corp. v. Portec. Inc.. 970 F.2d 
816, 828-29 (Fed. Cir. 1992), abrogated on other grounds by Markman v. Westview h stmments. 
Inc., 52 F.3d 967 (Fed. Cir. 1995); Kloster Sneedsteel AB v. Crucible. Inc.. 793 F.2d 1565, 1579 
(Fed. Cir. 1 986). Moreover, the defendants argue that they were not aware that the plaintiffbelicved 
they were infringing the patents at issue based on statements made by the inventor. However, the 
defendants made similar arguments to the jury, who ^parently did not find that they outweighed the 
plaintiffs evidence on willfiJness. There is no dispute that the defendants failed to obtain an 
opinion of counsel and conduct a patent clearance investigation. Furthermore, the defendants 
rq)eatedly argued at trial that they could have designed around these patents for less than $ 1 5,000. 
The feet that this simple, inexpensive process woxild have saved the time, expense, and necessity for 
this litigation and yet was not done by the defendants, also weighs against them. The fact that the 
court ruled that the sufficiency of the evidence of willfulness was "a close call" in the defendants* 
first Rule 50 motion is of no consequence here. In that ruling, the court stated that 'Ijased on the 
defendants' notice of the patents and their duty to avoid infimgement, the lack of a patent clearing 
policy, and the lack of a written opinion of counsel, there is sufficient evidence to allow a jury to 
determine willfiihiess." The jury ^parently found the plaintiffs evidence on willfiilness clear and 
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convincing/ Therefore, this argument by Halfxom must be denied. 



b. InvaUdity 

Second, Half.com cites three main reasons why its Motion for JMOL should be granted with 
respect to invalidity of the '176 patent claims. These include (1) the plaintiff blocked the date of 
invention instructions; (2) the plaintiff misstated the motivation to modify standard; and (3) the 
evidence presented with respect to obviousness was clear and convincing. 

With respect to the date of invention, the coiirt has to admit its surprise at this argument, 
given the relative lack of objection to tfie jury instruction on this issue. The court told the attorneys 
that it would modify the Federal Circuit Bar Association Model Patent Jury Instructions for use in 
this case.' A few days prior to the charging conference, the court gave the attomeys copies of the 
final set of jury instructions. At the charging conference, the parties were able to raise any objections 
to fliis set of instructions. The defendants did not state that the court erroneously omitted the date 
of invention paragraph from the model instructions at this time or any time prior to this Motion. 
Rather, the defendants offered another instruction on corroboration of the date of invention, which 



* Furthermore, the defendants argue in their response to the plaintiff's Motion for 
Enhanced Damages, see infra^ that because the jury found the defendants' indirect infringement 
of the ' 1 76 patent willful, despite not finding the defendants to have indirectly infringed this 
patent, warrants judgment as a matter of law for the defendants on all willfril determinations. 
The defendants maintain that the jurors were confrised as to the law on willfulness and as such, 
their verdict on willfulness cannot be iq)held. This court disagrees. The jury was confronted 
with a lengthy and complex 22-page verdict form, consisting of 26 questions (with 222 sub- 
questions). The £act that an inconsistency arose in this manner does not mean diat the jurors did 
not understand the law as this court instructed. While the court finds that there is no willfulness 
on the indirect infringement of the '176 patent claims, the court will not make such a finding on 
the remainder of the claims. 

^ The court notes that it relied primarily on the Federal Circuit Bar Association Model 
Patent Jury Instructions, which did not contain an instruction on corroboration of the date of 
invention. 
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this court found was not adequately supported by the caselaw cited. Moreover, there were numerous 

instances in the jury mstructions relating to prior art where the date of invention is discussed with 

the jury. There is no Ludication that the jury rejected the defendants* invalidity defense based on the 

date of the invention, as neither side asked for this question to be offered on the verdict form. In 

fact, the defendants' objected to the plaintiff's proposed verdict form where they sought a list of the 

prior art references that the jury considered for each invalidity allegation. The court agreed with flie 

defendants and removed these questions from the verdict form. The defendants now appear to be 

seeking to benefit from the court's ruling in their favor on this issue. The fact that the jury did not 

receive an instruction on the corroboration of the date of invention does not, in and of itself, require 

that JMOL be granted- Therefore, this argument does not mandate JMOL for Half com. 

As to the second ground for JMOL of obviousness, Half.com argues that the plaintiff* 

mischaracterized the motivation to modify standard and misled the jury to believe that (1) the nature 

of the problem to be solved could not provide the motivation to modify, and (2) the prior art mventor 

must himself recognize die motive to modify. Half.com relies on SIBIA Neurosciences. Inc. v. 

CADUS Pharmaceutical Com.. 225 F.3d 1349, 1358 (Fed. Cir. 2000). Specifically, Half.com 

contends that the following statement given by the plaintiff 'hirged the jury to commit plain error." 

What does it mean for one skilled in the art to say ttiat they're motivated to combine two or 
more, in some cases, in this case four different prior art references to render a claim invalid? 
It simply means this: That someone skilled in the art would be looking to solve a problem 
that is not solved by the current invention. You saw Mr. Nahan talk about his invention. As 
I saw that video, I didn't see that he thought there was any problem remaining to be solved 
He thought that he had solved the problem that he was trying to solve. He liked the idea that 
sellers could back out of a transaction, that there was no finality. He liked the idea that you 
had to go offline to consummate that transaction.,.. Here you had an invention that was 
essentially designed to do exactly what it was designed to do. And so there's no motivation 
there. 
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Dkt 556. p. 19 (quoting Trial Transcript 3607:21-3608-16). In SBIA, the Federal Circuit rejected 
the patentee's argument that the prior art inventors were thinking about an entirely different 
appUcation and that the motivation to combine was not on the minds of the prior art inventors. 225 
F.3d at 1358. However, the plaintiff's statement was made during closing arguments, which the 
court instructed were not evidence. The court provided the jury with an instruction on motivation. 
See Jury Instruction No. 54 ("In deciding whether to combine what is described in various items of 
prior art, you should keep in mind that there must be some motivation or suggestion for a person of 
ordinary skill in the field of the invention to make the combination covered by the patent claims. 
For each claim, you should also consider whether or not any of the prior art items "teach away" from 
theinventioncoveredbythepatentclaim. The question to be answered is: Would someone reading 
the prior art be discouraged from following the path taken by the inventor?"). The court must 
assume tiiat die jury foUows the instructions they are given. Half.com has no evidence that the jury 
failed to consider tiiisinstnictionbutinsteadreUedoncomments made bytheplaintiffduringclosing 

arguments. As such, there is no grounds for a JMOL or a new tiial. 

Finally, Half com posits that the evidence of invalidity was clear and convincing. However, 
the jury did not agree. The jury heard evidence from all fte expert witiiesses in this case and was 
given volumes of documents to review during their dehberations. They clearly did not find the 
defendants proved invalidity by clear and convincing evidence. When the evidence on invalidity is 
viewed in the Ught most favorable to the plaintiff, the court cannot find that there was a complete 
absence of evidence supporting the verdict that the jury's findings could only be the result of sheer 
surmise and conjechire, or that there was such an overwhehning amount of evidence in favor of 
Half.com that reasonable and fair-minded jurors could not arrive at a verdict against it. Therefore, 



Halfcom's Motion for JMOL and/or a New Trial on invalidity is denied. 

2. eBay and Half.com's Renewed Motion for Judgment as a Matter of Law 
and Motion for a New Trial on the '265 Patent 

In the defendants * second Motion, they again argue that JMOL is required of noninftingement 
and invalidity of the *265 patent, and that a new trial is compelled based on inadmissible evidence 
and misleading arguments presented to the jury by the plaintiff. Using the standard set forth above, 
the court will address some of the issues raised by the defendants, 
a. Noninfringement 

Similar to above, the defendants rely on a number of general reasons why JMOL is 
necessitated for noninfringement of the *265 patent. First, the defendants argue that the plaintiff 
blocked the jury from full consideration of the Markman Opinion. As discussed above, the jury was 
provided with the claims constructions as detennined by this court. Thejury wasnot given, over 
objection by the defradants, the analysis of the court in arriving at those claims constructions. The 
defendants somehow believe that the court ruled they were person-to-person systems. The court did 
no such thing. In fact, when the defendants filed their post -Markman motions for summary 
judgment, the court denied the one pertaining to the *265 patent because it held that one of the key 
issues that remained in dispute was **whether eBay is a trusted network." Order and Opinion, Feb. 
14, 2003, p. 5. For the defendants to now argue that they were surprised or unprepared for trial on 
this issue is somewhat disingenuous. The court never explicitiy defined what a trusted system must 
have versus what a person-to-person system encompasses. The plaintiff offered a great amoimt of 
evidence to prove to the jury that the defendants are indeed trusted networks, including escrow 
services, conflict resolution services, insurance, payment interaoiediaries, authentication services, 

10 



feedback forum, and the policing of the system. This evidence was certainly sufficient to meet the 
plaintiflPs burden by a preponderance of the evidence. Therefore, the defendants* argument on this 
ground must fail. 

The defendants also argue that the court failed in providing the jxiry with the specific 
provision of the UCC on the legal issue of transfer of ownership. This issue was sprung on Dr. 
Weaver during cross-examination and was never presented to the court before trial as a triable issue. 
Never in the Markman Opinion, or any other opinion issued by this court in this case, did the court 
hold that transfer of ownership implicated the UCC. It was not an error requiring JMOL for the 
court to have refused this jury instruction. The defendants make a number of other arguments 
regarding whether or not their systems perform the functions of the *265 patent, including notifying 
the owner and authorizing the posting terminal. However, these same arguments were made to the 
jury. The plaintifFoffered counter evidence to dispute the defendants* contentions, such as the fact 
that the defendants place '^hashed cookies" on the user's terminal. The fact that the jury did not 
agree with the defendants' evidence does not necessitate a JMOL. This court cannot say, as a matter 
of law, that no reasonable jury could have ruled against the defendants. As such, the defendants* 
motion for JMOL on Noninfiingement is denied,^ 
b. Invalidity 

The defendants again ai;gue that JMOL is required because the court failed to give a date of 
mvention instruction to the jury. As the court addressed this issue with respect to the invalidity 
argument for the *176 patent, sre supra section IIA-l.b, the court will not reiterate it here. In 

^ The defendants also argue that JMOL of willfuhiess is reqiiired. The court addressed 
this issue when it was raised in the * 176 motion and will not repeat that reasoning here. 
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addition to the arguments made above, the court notes that the plaintiff did indeed attack the merits 
of the defendants' prior art references and the failure of the defendants' witnesses to show how the 
prior art invaUdated each of the claims of the '265 patent, despite the fact that the defendants argue 
otherwise. Thedefendantshadtheburdentoproveinvaliditybyclearandconvincingevidence. The 
court believes that the jury was entirely reasonable in finding that the defendants did not meet their 
burden, with or without the date of invention instruction. Therefore, the court denies the defendants' 
JMOL on invalidity.' 

c New Trial 

The defendants recite a laundry list of 17 reasons why this court should grant them a new 
trial. S§g Dkt. 557, pp. 2-3. There was little, if any, argument on the majority of these reasons in 
the defendants' supporting memorandum, and the plaintiff responded with just as little argument in 
opposition. Therefore, the court will not spend considerable time addressing them. After full 
consideration of the reasons, despite the essentially non-existent supporting argument, the court 
denies the defendants* request 

3. eBay and Half.com*s Renewed Motion to Strike Testimony of PlaintilPs 
Damages Experts, Motion for New Trial, or Motion for Judgment as a 
Matter of Law. 

In their final motion, the defendants reaevr the motion made during tiial to strike the 
testimony of Messrs. Tioxel and Evans as it does not meet the standard set forth in Federal Rule of 

' The defendants also argue that the plaintiff misstated the law on the defendants' section 
112 defense which likely caused the jury to disregard Dr. Crocker's testimony because he had 
never looked at the *265 patent claims. However, this is pure speculation, as the jury deliberated 
for tiiree days on tiie numerous issues put to them in the special verdict form. It is very possible 
that the jury simply didn't find Dr. Crocker credible, or felt that his testimony didn't help the 
defendants meet their burden by clear and convincing evidence. Therefore, JMOL on this ground 
is similarly denied. 
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Evidence 702 or Daubert v. Merrell Dow Pharm» Inc.. 509 U.S. 579, 113 S, Q. 2786 (1993), In 
addition, based on a number of other errors and inconsistencies with respect to the jury's damages 
award, the defendants argue that the court should order a new trial on damages. The court will 
address each of the grounds of this Motion in turn. 

a. Expert Testimony 
The defendants argue that these experts used gross merchandise sales ("GMS") as the royalty 
base in computing the reasonable royalty due to the plaintiff for the defendants* infringement of the 
patents at issue. Specifically, the defendants contend that the court should strike the testimony and 
grant either a new trial or judgment as a matter of law because Mr. Evans and Mr. Troxel admitted 
tiiat they (1) had never used GMS as a royalty base before; (2) had never seen GMS used as a base 
before; (3) conducted no studies to deteraiine the reliability of GMS; (4) were not aware of any 
studies testing GMS reUabiUty; and (5) did not know whether $2 billion worth of goodis listed on 
eBay and assumed sold were included in CMS. The plaintiff counters, arguing that the experts 
properly applied the Georpia-Pacifie factors to compute the reasonable royalty and the defendants 
aremerelyattackingtheexperts* factual conclusions rather flian their methodology. Georgia-Pacific 
Corp. V. U.S. Plywood CorD.> 3 1 8 F. Supp. 1 1 16 (S.D.N.Y. 1 970), TnnHififtH and affirmed. 446 F.2d 
295 (2d Cir, 1971). 

Rule 702 provides that expert testimony is admissible only if "(1) the testimony is based 
upon sufficient facts or data; (2) the testimony is the product of reliable principles and methods; and 
(3) the witness has applied principles and methodology reliably to the facts of the case." Fed. R. 
Evid. 702; also Daubert. 509 U.S. at 591. In Daubert, the Court charged trial judges with the 
responsibility of acting as gatekeepers to exclude unreliable expert testimony. Daubert set forth a 
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non-exclusive checklist for courts to use in assessing the reliability of expert testimony, including: 

(1) whether the expert's technique or theory can be or has been tested - that is, whether 
the expert's theory can be challenged in some objective sense, or whether it is instead 
singly a subjective, conclusory approach that cannot reasonably be assessed for 
reliabiUty; 

(2) whether the technique or theory has been subject to peer review and publication; 

(3) the known or potential rate of error of the technique or theory when applied; 

(4) the existence and maintenance of standards and controls; and 

(5) whether the technique or theory has been generally accepted in the scientific 
community. 

509 U.S. at 592-95. The Court later emphasized that the Daubert inquiry is "a flexible one" and that 
the analysis will depend on the nature of the issue, the witness's expertise, and the subject of the 
testimony. TCiimhn Tire Co. v. Caimichael. 526 U.S. 137, 150, 119 S.Ct. 1167 (1999), The Court 
also explained that the principles of Paubert apply not only to scientific testimony, but to all expert 
testimony. W, at 149. Rule 702 was amended in 2000 to comport with the principles set forth in 
Daubert and Kumbn Tire .* 



* The Advisoiy Committee Notes to Rule 702 list some other factors courts have 
considered relevant in deteraiining whether the expert testimony is sufiBciently reliable. These 
include: 

(1) Whether experts are proposing to testify about matters growing naturally and 
directly out of research Aey have conducted indq)endent of the litigation, or 
whether they have developed their opinions expressly for purposes of testifying, 

(2) Whether the expert has unjustifiably extrapolated from an accepted premise to an 
unfounded conclxxsioa See General Elec. Co. v. Joiner, 522 U.S. 136, 146 (1997). 

(3) Whether the expert has adequately accounted for obvioiis alternative explanations. 
See Claar v. Burlington N.R.R.. 29 F.3d 499 (9th Cir. 1994). 

(continued on next page) 

14 



As the court stated during trial when this issue arose, the first prong of Rule 702 requires that 
the testimony is based upon sufficient facts or data. In this case, Mr. Evans' stated that he chose 
GMS as aroyalty base because, based onhis expertise in the area of patent Ucensing, itwas themost 
reUable figure, it was used in eBa/s own financial reports, it was used in other MercExchange 
license agreements,'" and, in his opinion, it was more reliable in the e-commerce field. His reasons 
for using this basis, as well as his reasons for not using another basis such as revenue, were 
challenged on cross-examination by the defendants. See Daubert, 509 U.S. at 595 ("[v]igorous 
cross-exainination, presentation of contrary evid«aice, and careful instraction o 
are the traditional and appropriate means of attacking shaky but admissible evidence.*")- Thus, his 
decision to use GMS was able to be challenged by the defendants. What remained was whether the 

jurors found his reasons for using GMS credible. 

ThesecondprongofRule702requiresthatthetestimonyistheproductofreUableprinciples 

and methods. The Federal Circuit has repeatedly "endorsed the conceptual fi:amework of a 
hypothetical negotiation between patentee and infringer as a means for determining a reasonable 



(4) Whether the expert is being as carefiil as he would be in his regular professional 
woric outside his paid litigation consulting. 

(5) Whether the field of expertise claimed by flie expert is known to reach reliable 
results for the type of opinion the expert would give. 

» It was Mr. Evans who determined that GMS was an appropriate royalty base in this case. 
Mr. Troxel simply appUed that to the defendants' specific financial information. Therefore, the 
court will focus on Mr. Evans* testimony with respect to this Motion. 

"» While it is true that GMS was not used in the plaintiffs other licensing agreements, as 
was discovered during the cross-examination of Mr. Evans and Mr. Troxel, the jury was able to 
consider the other factors given by Mr. Evans as to why he used GMS. They were entitied to 
give whatever weight thqr thought ^)propriate to this decision. 
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royalty." Micm Chemical- Tnc. v. T^xlion. Inc.. 317 F.3d 1387, 1393 (Fed Cir. 2003)" (quoting 
Interactive Pictur«8 Corp. v. Infinite Pictures. Inc.. 274 F.3d 1371, 1384 (Fed. Cir. 2001)). While 
the defendants disagree that during such a hypothetical negotiation they would have agreed to any 
royalty based on GMS as opposed to revenue, this was a question of feet for the jury to decide. As 
the Advisory Conmiittee notes, Daubert was "not intended to serve as a replacement for the 
adversary system." Finally, tiie third prong of 702 requires that the witness has applied principles 
and methodology reliably to the facts of the case. As stated above, Mr. Evans chose GMS based on 
the analysis of the defendants' financial reports. It was his opinion that in this case, GMS was a 
more reliable and accurate number than revenue, especially since eBay itself uses GMS to calculate 
its commission for the sale of the items. While it may be due that the experts were unsure whether 
GMS included failed transactions, the defendants were given a fiiU opportunity to cross-examine 
them on this issue. The jury clearly chose to beUeve that the experts were reasonable in choosing 
GMS. 

Furthermore, Mr. Evans has negotiated numerous license agreements and has testified as an 
expert in many other disputes where a reasonable royalty is utilized. As stated in flie Advisory 



" In Micro Chemical, the Federal Circuit was asked to decide whether the testimony of a 
damages expert should have been excluded based on the use of an unreliable mefliod to obtain a 
reasonable royalty. 317 F.3d at 1393. In afBrming the district court's decision to allow the 
expert to testify, the Federal Circuit stated that the expert had '•properly applied the accepted 
Georgia-Pacific mefliodology to [the plaintiffs] version of flie disputed facts, e3q)laining the 
effect each fector would have on a negotiated royalty." M, While the defendants continued to 
argue tihat the court should not have permitted flie expert to consider sales of flie defradants' 
other products in arriving at a reasonable royalty, the court held that because the expert properly 
utilized the Georgia-Pacific test in arriving at his opinions, his analysis as to the reasonable ^ 
royalty was a "factual issue" and "not grounds for excluding his testimony under Rule 702." W, 
Likewise here, Mr. Evans explained why he chose to use GMS rather than revenue as a royalty 
base in arriving at his reasonable royalty. While the defaidants may disagree witii his theory of 
damages, it was a factual issue for the jury to decide. 
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Committee Notes, "[i]f the witness is relying solely or primarily on experience, then flie witness 
must explain how that experience leads to the conclusionreached, why that experience is a sufficient 
basis for the opinion, and how that experience is reliably appUed to the facts." Thus, while Mr. 
Evans* experienceinandof itself is insufficient to fonn areUable opinion, his experience along with 
his explanations as to how he appUed his experience to the fects of this case is sufficient to meet the 
Daubert test. For example, while Mr. Evans himself may never have used GMS in calculating a 
reasonable royalty, his reasons for choosing GMS in this case appear to meet the threshold level 
required under Daubert The defendants' argument that GMS is not a common royalty base is not 
sufficient to exclude the testimony under Daubert . See generally Daubert v. Merrell Dow 
Phannaceuticals.hic.. 43 F.3d 131 1, 1318 (9th Cir. 1995) (scientific experts mighthe permitted to 
testify if they could show that the methods they used were also employed by "a recognized minority 
of scientists in their field."). In addition, whether omot Mr. Evans or Mr. Troxel performed studies 
or surveys to determine whether the use of GMS was appropriate in this case is insufficient to 
exclude the testimony. 

Therefore, because tihe defendants were able to cross-examine Mr. Evans and Mr. Troxel on 
their methods and principles in arriving at their opinions, what remamed was a question of fact for 
the juiy to decide. The defendants offered the testimony of Mr. Weinstein to counter the plaintiff's 
experts. Mr. Wemstein offered four alternative amounts for damages, including ( 1 ) $ 14,500, which 
reflects the design-aiound cost;" (2) $50,000, which reflects the valuation of the plaintiff-company 



" Mr. Weinstein testified that eBay could design around the claims of the '265 patent in 
200 hours and that Half.com could design around the claims of the '265 patent in 100 hours and 
theclaimsofthe • 176 patent in 100 houis. Tr. 2525:12-14. When multipUed by the cost per 
hour that would have been incurred, Mr. Weinstein arrived at a total of $14,500 for the 
defendants to completely design around the claims of the two patents at issue. Tr. 2525:15-19. 
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for tax purposes; (3) $2.5 million, which amounts to the valuation of the plaintifr-company in a stock 
exchange with Aden Enterprises; and (4) $2.4 million, which utilizes the royalty rate determined by 
Mr. Evans and applies it to the defendants' revenue as opposed to GMS. The jury was entitled to 
weigh the experts' credibiUty and determine whether the use of GMS was appropriate in this case. 
This does not represent testimony that was so unreliable as to warrant its exclusion by the court 
Therefore, the defendants' Renewed Motion to Strike, the Testimony is denied. 

b. Resubmission of Verdict Form to Jury 
Whtai the jury initially came back with a verdict, the court reviewed it and noted an 
inconsistency. Specifically, the jury found no indirect infiingement of the '176 patent by either 
defendant, and yet, awarded a total of $5 miUion in damages for this infiingement. The court 
informed the jury of this inconsistency in general terms, referring only to the page numbers relating 
to the inconsistency. The parties did not object to this at the time. Shortty thereafter, the jury sent 
a note to the court, asking if they could adjust the other damages figures after curing the 
inconsistency. The court permitted them to do this. Again, there were no objections fiom either 
party at this time. When the jury finally returned with the verdict, they had increased the damages 
for the direct infiingement of the '265 patent by $5 minion. The defendants now argue that thecourt 
erred by resubmitting the verdict form to the jury to be amended. The defendants rely on the Fourth 
Circuit case of MsSoUmXiitahL 579 F.2d 869 (4th Cir. 1978). 

In McCcUum. the plaintifis sued the defendant for alleged violations of their constitutional 
rightspursuantto42U.S.C.§ 1983. H,at869. Wlienthejuryretumedtheirverdict, they found that 
the defendant was not Uable for his actions; however, they awarded punitive damages for his 
maUcious conduct at 870. Noting the inconsistency, the court resubmitted the verdict to the jury 
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with the instructions that if they answered no to the liability question, they were not to answer any 
further questions. Id. Upon returning, the jurors found the defendant liable for his actions and 
awarded damages. Id. at 871. On appeal, the Fourth Circuit held that because the special verdict 
was prepared pursuant to Federal Rule of Civil Procedure 49(a), **the resubmission was procedurally 
impermissible." ML The court held that *the remand of the questions to the jury was tantamount, 
in its effect, to a direction to the jury to find liability in order to warrant the award of damages." Id. 

However, this case can be distinguished from McCollum > First, when the court resubmitted 
the verdict form to the jury, the court did not further instruct the jury as to how to complete the form. 
Rather, the court merely noted the pages that the errors wctc on and told the jurors to read the 
instructions therein carefully. Other courts have noted their approval of resubmitting a verdict form 
to thejury where errors were made despite explicit instructions on the form. See, e.g., Dukv. MGM 
Grand Hotel, Inc.. 320 F.3d 1052, 1057 (9th Cir. 2003> Second, the jury did not change their 
finding on liability in order to award damages. This circuit has distinguished McCollum in instances 
where "[r]esubmission did not direct the jury to find liability," Tavlor v. Home Ins. Co.. 777 F.2d 
849, 858 (4th Cir. 1985); see also Hafiier v. Brown. 983 F.2d 570, 575 (4th Cir. 1992) CTf the 
district judge concludes that an inconsistent verdict reflects jury confusion or uncatainty, he or she 
has the duty to clarify the law governing the case and resubmit the verdict for a jury decisiorL**). 
Therefore, this court finds that the resubmission of the verdict to clarify an inconsistent verdict was 
not erroneous. The defendants' Motion for a New Trial on this ground is denied 
c. Damage Award in Excess of Reasonable Royalty 

The defendants also argue that because damages awarded w^ greater than that found to be 
reasonable by these experts, that the damages are not supported by substantial evidence. For 
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example, the defendants note that the plaintiff asked for $3,960,518 for Half corn's direct 
infiingemeat of the *265 patent, relying on the experts' opinions as to a reasonable royalty. 
However, the jury awarded the plaintiff $14.5 million in damages for Half.com's direct infidngement 
of the '265 patent. The defendants point out that this is 3.5 times the amount that the plaintiflTs 
experts said was appropriate and reasonable. In total, the defendants maintain that the jury verdict 
represents damages, that are $15,824,834 over the amount ttie plaintiffs experts found reasonable. 

Once patent infringement is found, a jury may award a patentee "damages adequate to 
compensate for the infringement, but in no event less than a reasonable royalty for the use made of 
the invention by the infringer." 35 U.S.C. § 284. The Federal Circuit has held that "[tjhe objective 
of the reasonable royalty calculation is to determine the amount necessary to adequately compensate 
for an infringement" Maxwell v. J. Baker. Inc., 86 F.3d 1098, 1109 (Fed. Cir. 1996). In other 
words, the reasonable royalty represents the floor to damages, not the ceiling. "A reasonable royalty 
calculation envisions and ascertains the results of a hypothetical ntegotiation between the patentee 
and the infringer at the time before the infiingmg activity began." Integra Lifes ciences L Ltd. v. 
MerokKGaA^ 33 1 F.3d 860, 869 (Fed. Cir. 2003) f citinpRiles v. Shell Exploration & Prod Co., 298 
F.3d 1302, 1311 (Fed. Cir. 2002)). "This 'hypothetical negotiation* is often referred to as a willing 
Ucensor and licensee negotiation. However,.,, this is an 'absurd* characterization of the 
deteraunation when flie parties were previously unable to come to an agreement, i.e., were not 
•willing'...." MaxwelL 86 F.3d at 1109 fciting Rite-Hill Corp. v. Kellev Co., 56 F.3d 1538, 1554 
(Fed. Cir. 1995)). As a result of this reality, 

the fact finder may consider additional factors to assist in the determination of adequate 
compensation for the infringement These factors mclude royalties received by the patentee 
for the Ucensing of the patent in suit, opinion testimony of qualified experts, the patentee's 
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relationship with the infringer, and other factors that might warrant higher damages. The fact 
ttiat an infringer had to be ordered by a court to pay damages, rather than agreeing to a 
reasonable royalty, is also relevant. 

Tji^ at 1 1 no.1 1 1 n (niinf> Georgia-Pacific. 318 F. Supp. at 1120). 

Based on this, the court finds fliat flie jury was entitled to calculate an amount they believed 

compensated the plaintiff for the defendants' infiingement That this amount is greater than the 

plaintiff asked for is of no consequence. The jury was entitied to consider these other factors in 

detemiining what amount of damages would compensate the plaintiff. See Maxwell, 86 F.3d at 11 1 0 

(finding that the jury was entitled to award additional damages to adequately compensate the 

plaintifi). As such, the defendants' Motion for a New Trial on this ground is denied. 

d. RetarnBny Issues: Double Counting and Post-License Damages 

Finally, the defendants argue that the damages awarded based on eBa/s inducement of 

RetumBuy's infiingement are improper for two reasons. First, the defendants contend that because 

RetumBuy is a "power seUer" on eBay, all of their GMS are included in eBay's GMS calculation 

and thus, awarding sq)arate damages amounts to double counting. The plaintiff argues that the 

separate damages awarded based on eBay's inducement of RetumBuy are appropriate because 

RetumBuy (1) expected a commission of between 20% and 50% of their fibced-price GMS, and (2) 

was a power seller with direct access to eBay's web site which allowed it to post goods for sale in 

bulk on eBay. However, these arguments would only prevail if revenue were used as the royaltyhase 

because RetumBuy would have had a separate revalue figure. As stated above, GMS was used and 

as such, the plaintiff cannot now recdve damages on the same act of infiingement RetumBuy Ksts 

goods on eBay and therefore, those goods are incorporated into eBay's GMS. To allow Mr. Troxel 

to tiien compute what RetumBuy's GMS may have been (as no actual number was available) and 
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assess more damages on that GMS is improper. Therefore, the damages awarded to the plaintifif for 
eBay's inducement of RetumBuy to infringe the *265 patent, $5 .5 million, will be stricken from the 
jnry's damage award. 

The defendants also argue that because RetumBuy entered into a license agreement with the 
plaintiff in December of 2002, yet Mr. Troxel included damages up to March of 2003, the plaintiff 
should not be entitled to those additional three months of damages. However, as the plaintiff pointed 
out, neither party asked the court for a special verdict form broken down by months of infringement. 
As such, the defendants have waived this argument. 

B. PlaintifTs Motions 

1. Motion for Entry of a Permanent Injunction Order. 

In the plaintiffs first motion, it seeks a permanent injunction order to prevent the defendants 
from ftirther infringing on its patents. The plaintifif has prepared a Proposed Permanent Injunction 
Order (*Troposed Order"), which it has supplied to the court The defendants object to the grant of 
a permanent mjunction order in general, and raise specific objections to the plaintiff's Proposed 
Order as being vague and overly broad. The defendants also note that if the court grants an 
injunction, they reserve flie right to move to stay such an injunction pending ^peal. 

Once infringement and validity of the patents have been established, a district court is 
authorized to grant a permanent injunction against the infiinger. 35 U.S.C. § 283. In fact, the grant 
of injunctive relief against the infringer is considered the norm; however, the decision to grant or 
deny injunctive relief remains within the discretion of the trial judge. See W.L. Gore & Assoc., Inc. 
v.Garlock.Inc.. 842F.2d 1275, 1281 (Fed. Cir. 1988); s^also Odetics. Inc. v . Storage Tech. Corp.. 
14 R Supp. 2d 785, 788 (E.D. Va. 1998), afiPd. 185 F.3d 1259 (Fed. Cir. 1999) ('The issuance of 
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an injunction following a verdict of infringement is not automatic; however, district courts must 
instead follow the traditional equitable principles that guide the decision whether to enjoin certain 
conduct")- The Federal Circuit has indicated that "an injunction should issue once infringement has 
been estabhshed unless there is a sufiBcient reason for denying it." W.L. Gore> 842 F.2d at 1281. 
The rationale behind this stems from the concept of the property rights of patent holders. "It is 
contrary to the laws of property, of which the patent law partakes, to deny the patratee's right to 
exclude others from use of his property. The right to exclude recogmzed in a patent is but the 
essence of the concept of property." Richardson v. Suzuki Motor Co.. 868 F.2d 1226, 1246-47 (Fed. 
Cir. 1989). "Issuance of injunctive relief against [the defendants] is governed by traditional 
equitable principles, which require consideration of (i) whether the plaintiff woxild face irreparable 
injury if the injunction did not issue, (ii) whether the plaintiff has an adequate remedy at law, (iii) 
whether granting the injimction is in thte public interest, and (iv) whether the balance of the hardships 
tips in the plaintiffs favor." Odetics. 14 F. Supp. 2d at 794 (citing Weinberger v. Romero-Barcelo. 
456 U.S. 305, 312, 102 S. Ct. 1798 (1982)). 

a. Irreparable Harm 
The plaintiff argues that it will suffer irreparable harm if an injimction does not issue as tiie 
defendants will continue to infringe on its property rights. Courts have held that when, as here, 
'Validity and continuing infringement have been clearly established ... inmiediate irrq)arable hami 
is presumed." Odetics, 14 F. Supp. 2d at 794 (quoting Smith IntM Inc. v, Hughes Tool Co.> 718 F.2d 
1573, 1581 (Fed. Cir. 1983)), Notwithstanding the presumption of irreparable harm, the plaintiff 
notes a number of specific ways in which it will be harmed if the defendants are not enjoined from 
their infringing conduct These include being "deprived of its ability to either pursue the 
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development of its inventions under the protection of its patent rights, or to have the exclusive right 
to license its patented technology to others on the most beneficial terms available." Dkt 562, p. 6. 

The defendants, on the other hand, maintain that inMngement and validity were not "clearly 
estabUshed" as the court indicated it had some reservations as to the plaintiffs case when it mled 
upon the defendants* initial Rule 50 Motion. However, as courts have repeatedly held, "a clear 
showing of validity and infringement is satisfied where those issues have been tried and the fact- 
finder has determined that the patent in question was infiinged and is not invahd." Boehringer 
Tn gelheim Vetjnedica, Inc. v. Schering-Plougfa Corp.- 106 F. Supp. 2d 696, 701(D,N. J. 2000) (citing 
Polvmer Tech.. Inc. v. BridwelL 103 F.3d 970, 973 (Fed. Cir. 1996) and Reebok Intern. Ltd. v. J. 
Baker.Inc., 32R3dl552, 1556 (Fed. Cir. 1994)). In this case, thejuryhas spoken and the court has 
denied the defendants' motions for judgmentjas a matter of law and for a new trial. Therefore, the 
clear showing of validity and infiingement has been met. 

However, as the defendants point out^ this merely estabUshes a presumption of irreparable 
harm. This presumption may be rebutted by factors such as whether the infiinger has ceased its 
infringing activity, whether the patentee has granted licenses in the past such that it can be 
compensated for the infiingement, and whether the patentee delayed in bringing the lawsuit Id at 
701-702 (citing Polvmer, 103 F.3d at 974). In order to rebut ttiis presumption, the defendants first 
argue that they do not practice the infiinging acts of the * 1 76 and *265 patents. However, as this 
court previously stated, a jury has spoken on this issue and thus, this argument is not persuasive. The 
defendants next argue that there was evidence adduced at trial provmg that the plaintiff is willing 
to license or sell its patents. On this point, the defendants are correct Substantial evidence was 
adduced at trial showing that the plaintiff does not practice its inventions and exists merely to license 
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its patented technology to others. Indeed, the plaintififhas made numerous conmients to the media 
before, during, and after this trial indicating that it did not seek to enjoin eBay but rather sougjit 
qjpropriate damages for the infringement,'^ The Federal Circuit has observed that '*the lack of 
commercial activity by the patentee is a significant factor in the calculus" of whether the patentee 
will suffer irreparable harm absent an injunction. High Tech Medical Instnmieatation, Inc. v. New 
Image Indus.. Inc., 49 F.3d 1551, 1556 (Fed. Cir. 1995). In the case at bar, the evidence of the 
plaintiffs willingness to license its patents, its lack of commercial activity in practicing the patents, 
and its comments to the media as to its intent with respect to exiforcement of its patent rights, are 
sufficient to rebut the presumption that it will suffer irreparable harm if an injimction does not issue. 
Moreover, the plaintiff never moved this court for a preliminary injunction. If it believed that it was 
suffering irreparable harm by the defendants' continued inj&ingement of its patents, such a motion 
would have been ^it)priate. This fact, while certainly not dispositive of the issue, lends additional 
weight in support of the defendants' arguments that the plaintiff will not be irreparably harmed 
absent an injunction. Therefore, after consideration of all the facts in this case, the court believes 
that the plaintiff will not suffer irreparable harm if the injunction does not issue. As such, this factor 
tips against an injunction. 



" See, e^ Article, Patent Suit Could Sting eBay, Sept. 5, 2002 at 
http://news.com.eom/2 1 00-1 01 7-95663 8.html ("We are seeking reasonable royalties as permitted 
under the patent laws. It'snotour goal to put eBay out of business. It's our goal to provide just 
compensation for the patent owner.") (quoting Scott Robinson, attorney for MercExchange); 
Article, eBay-Contested MercExchange Patents are on the Block, May 30, 2003 at 
http://www.auctionbvtes.com/cab/abn/v03/m05/i30/s01 ("[Tit is not our goal to enforce these 
patents, we want to sell off our Intellectual Property rights.") (quoting Mr. Woolston, inventor of 
the patents at issue). 
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b. Adequate Remedy at Law 

The plaintiffargues that it has no adequate remedy at law. The plaintiff points to an excerpt 

from a Federal Circuit case stating that 

[w]ithout the injunctive power of the courts, the right to exclude granted by the patent would 
be diminished, and the express purpose of the Constitution, to promote the progress of the 
useful arts, would be seriously undermined. The patent owner would lack much of the 
leverage, afforded by the right to exclude, to enjoy the fiiU value of his invention in the 
market place. Without the right to obtam an injunction, the right to exclude granted to the 
patentee would have only a fraction of the value it was intended to have, and would no longer 
be as great an incmtive to engage in the toils of scientific and technological research. 

Smith Int'L 71 8 F.2d at 1 577-78. On the other hand, the defendants note that money damages are 

an adequate remedy to compensate the plaintiff for any continuing infringement. See Foster v. 

American Mach. & Foundry Co.. 492 F.2d 1317, 1324, 182 U.S J>.Q. 1 (2d Cir. 1974) (finding that 

a compulsory royalty was the appropriate remedy); Boehringer, 1 06 F.3d at 704 ('This is not to say 

that money damages are never adequate...")- As stated above, the plaintiff has licensed its patents 

to others in the past and has indicated its willingness to license the patents to the defendants in this 

case. See supra n. 1 3 . The Federal Circuit has held that evidence showmg that the patent holder is 

willing to license his patent rights "suggests that any injury suffered by [the patent holder] would be 

compensable in damages assessed as part of the final judgment in the case." High Tech, 49 F3d at 

1 5 57. While the court is aware that many cases state that monetary damages are typically inadeqxiate 

because it limits the patent holder fix)m exercising its monopoly power, this is certainly an atypical 

case. Therefore, the court finds that in this particular case, the plaintiff has an adequate remedy at 

law, a frictor weighing against the injunction* 

c Public Interest 

As Judge Ellis stated in Qdetics, "[t]he public-interest factor often favors the patentee, given 
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the pubUc's interest in maintaining the integrity of th^ 14F.Supp.2dat795. While 

this is certainly the norm, there are instances where it is not in the public interest to enjoin the 
infringer's activities. For example, courts have denied injunctions where the infringed product was 
necessary for medical purposes. See, e.g., Datascone Corp. v. Kontron, Inc.. 786 F.2d 398, 401 (Fed. 
Cir. 1986) (catheter used for treatment of heart patients). Courts have also declined to enjoin an 
infringer's actions where the granting of an injunction would cause the infringer "irreparable 
hardship..., without any concomitant benefit to the patentee" finding such a result to be 
"inequitable." Foster. 492 F.2d at 1324. The plaintiff argues that in this case, there is not 
countervailing public interest that would be served throu^ a denial of an injunction. The defendants 
disagree. The defendants argue fliat the public interest is not fiirthered by enjoining activities based 
on ipiprovidently granted patents, again stating that because this court called the infringement and 
validity issues "close calls," the patents are suspect and an injunction should not issue. However, 
the jury returned a verdict upon which this court will enter judgment Thus, this argument does not 
show that the public interest is in favor of denying the injunction. 

The defendants also argue that because there is a growing concem over the issuance of 
business-method patents, which forced the PTO to implement a second level review policy, see, fcg^ 
Testimony of Q. Todd Dickinson, Tr. 1203:8-1204:22, and caused legislation to be introduced in 
Congress to eliminate the presumption of validity for such patents, see, e.p,> Business Method 
Improvement Act of 2001, H.R. 1332, lOTthCong., Apr, 3,2001, the public interest would not be 
served by such an injunction. While this argument is certainly not dispositive, it lends significant 
weight against the imposition of an injunction, particularly in this case where the patentee does not 
practice its patmts, nor has any intention of practicing its patcints. Moreover, in a case such as this, 
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the public does not benefit fixim a patentee who obtains a patent yet declines to allow the public to 
benefit from the inventions contained therein. e^ Testimony of Q. Todd Dickinson, Tr. 1 13 1 : 
8-10 (stating that the ability to patent an invention via the patent system is important "[b]ecause it 
allows other people to improve that invention, to build on it, and so building moves all technology, 
moves the system forward...."). In sum, the court believes the public interest factor equally supports 
grantmg an injunction to protect the plaintiff s patent rights, and denying an injunction to protect the 
pubUc*s interest in using a patented business-method that the patent holder declines to practice. 

d. Balance of the Hardships 
As expected, each party argues that the balance of the hardships tips in their favor. Upon 
review of the record and fectors listed above, the court is of the opinion that the balance tips slightly 
in the defendants* favor. The plaintiff s patents have been found valid and willfuUyinfiinged by the 
defendants. While it is important to respect the rights of the patent holder, in this case, the plaintiff 
exists solely to license its patents or sue to enforce its patents, and not to develop or commercialize 
them. Any harm suffered by the plaintiff by the defendants' infiingement of the patents can be 
recovered by way of damages. See generallv Foster. 492 F.2d at 1324 (affirming district court's 
denial of pennanent injunction where, after assessing the relative equities, flie court properly 
concluded that the patentee would benefit Scorn a compulsory royalty). If the court did enjoin the 
defendants h^e, the court would essentially be opening a Pandora's box of new problems. This case 
has bera one of the more, if not the most, contentious cases that this court has ever presided over. 
From day one the parties have been unable to agree on anything, in fact, the only agreed stipulation 
at trial was that this court had subject matter jurisdiction. The court predicts that if it granted the 
plaintiffs request for a permanent injunction, the battle would continue to be as contentious as ever. 
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For example, the defendants have argued that they can design around the patents with relative ease. 
The plaintifEi on the other hand, continues to strenuously assert that such a desiga around is 
impossible. See Dkt. 593, p. 7 C*MercExchange, of course, does not believe the proposed *design- 
aroimds* avoid infringement... Nothing, however, prevents Defendants from implementing a *true' 
design-around offlie patents, if they can. But the evidence to date suggests that they cannot/*). The 
court envisions contempt hearing after contempt hearing requiring the court to essentially conduct 
separate infringement trials to determine if the changes to the defendants* systems violates the 
injunction. This will result in extraordinary costs to the parties, as well as considerable judicial 
resources. In fact, the court would most likely be required to retain an expert in the field in order to 
deteraiine if the new systems infringe on the patent. While the court understands that these reasons 
alone are not sufficient to deny an injunction to a patent holder, they are simply factors the court 
must consider when balancing the equities in this highly unusual case. 

Moreover, the court notes that if the defendants continue to infringe the plaintiffs patents, 
the court will be more inclined to award enhanced damages for any post-verdict infringement See. 
e.g.. Str^er Corp. v. Davol Inc.. 234 F.3d 1252, 1259 (Fed. Cir. 2000) (afiBrming district court's 
award of enhanced damages for post-verdict infringement as rftasnnahle); nnmiTig Glass Works v. 
Sumitomo Electric Research Triangle. Inc.. 671 F. Supp. 1369, 1401, 5 U.S.P.Q.2d 1545 (S X>.N.Y. 
1987) ('To proceed [3&er an infringement determination] to manufacture and sell the same 
[infringing product] without changes designed to avoid infringement can only be construed as 
outright defiance or baseless optimism... [which entitles the patentee] to recover increased 
damages;"). Thus, the plaintiff certainly will be compensated for any actions by the defendants in 
the absence of an injunctioiL Therefore, after consideration of all the factors discussed above, it 
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appears that the balance of the hardships tips in favor of the defendants. 

In sum, after consideration of all the arguments, the plaintiffs Motion for a Pennanent 
Injimction is denied. 

2. Motion to Enforce Judge Friedman's Injunction Order of February 26, 
2003, and for Order to Show why Defendant eBay, Inc. Should Not be 
Held in Contempt for Facilitating Violations of Judge Friedman's 
Injunction Order of February 26, 2003. 

In this Motion, the plaintiff alleges that defendant eBay has violated this couit*s February 26, 
2003 mjunction order by continuing to allow RetumBuy and Jabil Global Services ("Jabir*) to post 
items for sale on its website. Defendant eBay disputes that a show cause order is required, as 
RetumBuy is no longer in business and the plaintiff has failed to show that Jabil is violating the 
injunction order or that eBay is inducing or aiding and abetting that violation. 

On February 26, 2003, the court entered an injunction order against RetumBuy, which was 

once a party to this action. In the order, the court stated that 

RetumBuy further agrees and stipulates that it, its officers, agents, servants, 
employees and attorneys, and any person in active concert or participation witii them who 
receive actual notice of this judgment are pemianently enjoined from infringing the above 
clainois of the ^265 Patent by making, using, selling or offering for sale a computer- 
inq)lemented service, system, and/or process(es) which facilitates the posting of items or 
goods for sale or auction through or by an electronic online market or auction, that also 
employs a digital imaging means and a textual description of the item or good for sale or 
auction, and any colorable variation thereo£ 

Notwithstanding the foregoing, this injunction is subject to the separate License 
Agreement and Setflement Agreement entered into by and between MercExchange and 
RetumBuy. 

Notiiing in this Order shall be constmed as affecting, in any way, tiie claims or 
defenses that are currently being litigated between eBay, Half.com and MercExchange in this 
case. 

Judgment and Order, Dkt, 278 (Feb. 26, 2003). After tiie court issued this order, the plaintiff 
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^pealed the oider based on the court's addition of the final sentence cited above. Upon motion to 
dismiss by the defendants, the Federal Circuit dismissed the ^peal, holding that the plaintiff failed 
to show that there was a "serious, perhaps irreparable consequence or that the order can be 
effectually challenged only by immediate appeal " Dkt. 564, Ex. I, p. 3 . The Federal Circuit noted 
that theplaintiflf could always file a motion for contempt in the district court if it believed RetumBuy 
violated the order. The plaintiffnow seeks the court to enter a show cause order for eBay's violation 
of this injunction order. 

The Fourth Circuit has held that 

[t]o establish civil contempt, each of the following elements must be shown by clear and 
convincing evidence: (1) the existence of a valid decree of which the alleged contemner had 
actual or constructive knowledge; (2) ... that the decree was in the movant's "favor"; (3) ... 
that the alleged contemner by its conduct violated the terms of the decree, and had 
knowledge (at least constructive knowledge) of such violations; and (4) ... that [the] movant 
suffered hami as a result. 

Ashcraft V, Conoco. Inc.. 218 F.3d 288, 301 (4th Cir. 2000); see rfsg In re Genera l Motors Corp.. 

6 1 F.3d 256, 25 8 (4th Cir. 1 995) CThe burden is on the complainant to prove civil contempt by clear 

and convincing evidence.'*). In patent cases, a court must make two determinations before entering 

a finding of contempt. *The first is whether a contempt hearing is an appropriate forum in which 

to deteraiine whether a redesigned device infiinges, or whether the issue of infiingement should be 

resolved in a separate infiingemmt actioa... [T]he second question ... is whether the new accused 

device infringes the claims of the patent" Additive Controls & Measurement Svs .. Inc. v, Flowdata, 

Inc.. 154F.3d 1345, 1349 (Fed Cir. 1998) (citing KSM Fastening Svs, . Inc. v. H,A. Jones Co.. 776 

F.2d 1522, 1 530-32 (Fed. Cir. 1985)). However, it remams within the court's **broad discretion to 

detemMne how to best enforce its injunctive decrees." Id, 
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In this case, the plaintiff alleges tiiat because all ofRetumBuy's assets, except for flie license 
agreement withMercExchange, were soldto Jabil following Retun]Buy*s dissolution in bankruptcy, 
and because Jabil continues to list items for sale under RetumBuy's name on eBay's website, fliat 
it is in contempt of this court's order. Moreover, the plaintiff argues that eBay is also in contempt 
for permitting Jabil to continue to post items for sale on its website. However, the only evidence 
with respect to this before the court is (1) RetumBuy's assets were sold to Jabil; (2) Jabil sold items 
under RetumBuy's name following the entry of the injunction; (3) Jabil sold tiie items on the eBay 
website; and (4) following the jury's verdict in this case, no items are being sold under either 
RetumBuy or Jabil's names on eBay. This evidence is a far cry fix>m the clear and convincmg 
evidence necessary for this court to issue a show cause order. The plaintiffhas offered nothing to 
show that Jabil is utilizing the same infringing methods that RetumBuy used. The first step in the 
Federal Circuit's test to determine contempt is to determine whether a redesigned product infringes 
the patent. "That decision turns on a comparison between the original infringing product and the 
redesigned device." ML The plaintiff assumes that because Jabil is using many ofRetumBuy's 
assets and business practices that it is indeed infringing. Furthermore, the plaintiff assumes that 
eBay is somehow aiding and abetting this infringement However, the court is not willing to make 
these assumptions at this time. Therefore, IheplaintifFs Motion is denied. 

3. Renewed Motion for Judgment as a Matter of Law. 
In this Renewed Motion, the plaintiff seeks JMOL tiiat the claims of the ' 176 and '265 
patents are valid. Specifically, the plaintiff argues that the jury's verdict dononstrates that no 
reasonablejury could detennine that (1) the '176 and '265 patents are invahd for failure to comply 
with the enablement orwiittendescription requirements ofsection 112; (2) the '176patent is invalid 

32 



due to anticipation or obviousness; or (3) the '265 patent is invalid due to anticipation or 
obviousness. The plaintiff contends that these issues should not be retried if the case is remanded 
to this court for another trial The defendants on the other hand object to the renewed motion for 
JMOL, asserting that the court should enter JMOL in their favor regarding the invalidity of the 
patents. 

Rule 50(b) states that if a verdict was returned, the court has three options when ruling on 
a renewed motion for JMOL. It can allow the judgment to stand, order a new trial, or direct entry 
of judgment as a matter of law. Fed. R. Civ. P. 50(b), Jn this case, the plaintiff has essentially 
reargued its opposition to the defendants' renewed motions for JMOL, which are discussed above. 
The court finds that there was substantial evidence presented by the defendants to contest the validity 
ofthe patents at issue. Thejury found that this evidence was not clear and convincing. However, 
such a finding by this jury does not mean that no reasonable jury would have viewed the evidence 
in the same way. As such, this court will not direct the entry of JMOL, but rather allow the jury's 
verdict to stand. Therefore, the plaintiffs Motion is denied. 

4. Motion for Prejudgment and Pos^udgment Interest 

Next the plaintiff moves for prejudgment and postjudgment interest. The defendants do not 
objecttotheimpositionofpostjudgmentint©restpursuantto28U.S.C.§ 1961(a). As such, the court 
grants the plaintiffs Motion for Postjudgment Interest The defendants do object to the plaintiffs 
Motion forPrejudgmentlnterest specifically theinterestrate andmethod of compounding requested 
by the plaintiff 

The award of prejudgment interest is permitted by 35 U.S.C. § 284. The Supreme Court 
inteq)reted this statute and held that prejudgment interest should ordinarily be awarded... to ensure 
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that the patent owner is placed in as good a position as he would have been in had the infringer 
entered into a reasonable royalty agreement." fleneral Motors Corp. v. Devex Corp.. 461 U.S. 648, 
655, 103 S. Ct. 2058 (i QR^); aftcftrd Bio-Rad J a ha , Ttic. v. Nicolet Instrument Corp.. 807 F.2d964, 
969 (Fed. Cir. 1986). The Court reasoned that "[a]n award of interest from the time that the royalty 
payments would have been received merely serves to make the patent owner whole, since his 
damages consist not only of the value of the royalty payments but also of the foregone use of the 
money between the time of infringement and the date of the judgment." Dem, 461 U.S. at 655-56. 
WWleprejudgment interest isordinarUyawarded, this court isaware that thcremaybe circumstances 

where such an award is not appropriate. M, at 657. However, in this case, the court beUeves that 
there are no circumstances that indicate an award of prejudgment interest is not appropriate and will 
grant the plaintiffs Motion for Prejudgment Interest. 

The next step is to determine the interest rate and compounding method to be iised to 
compute the prejudgment interest The plaintiff seeks prejudgment interest using prime rate 
compounded quarterly. The plaintiff provides no reason why prime rate should be used; however, 
it does suggest that because the defendants provide their financial data on a quartorly basis as 
required, compounding the interest quarterly is appropriate. The defendants, on flie other hand, 
contend that the interest rate be no more than the one-year Federal Treasury rale, compounded 
annually. The defendants arguethatthisrateisappropriatebecauseprejudgmentinteresfisawarded 
to compensate for the delay in payment of the damages, and not to punish the infringer." TJnderwater 
Devices hic. V. Mnrrisnn-Knudsen Co.. 717 F.2d 1380, 1389 (Fed. Cir. 1983). Moreover, the 
defendants maintain that this is appropriate because the plaintiff failed to provide any evidence that 
it was forced to borrow money at any higher rate, citing Laitram Coyp. v. NEC Coip-. 11 5 F.3d 947, 
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955 (Fed. Cir. 1997). While the plaintiff disputes that it is required to provide any evidence, based 

on another Federal Circuit case, see TTnimval. Inc. v Kudkin-Wiley Corp., 939 F.2d 1540, 1545 

(Fed. Cir. 1991), the court finds the Laitram case persuasive because of its more recent date. 

In this case, the court will apply an interest rate equal to the one-year Federal Treasury rate, 

compounded quarterly. The plaintiff has offered no evidence, even after the defendants raised the 

issue, that it was forced to borrow money at a rate equal to or above the prime rate. Furthermore, 

because the defendants are required to provide financial data on a quarterly basis, compounding the 

interest quarterly will be a relatively simple process. 

5. Motion for Post-Verdict and Postjudgment Accounting. 

In this Motion, the plamtiff seeks post-verdict and postjudgment accounting, including: (1) 
a monthly accounting from April 1. 2003 through the date of this order of gross merchandise sales 
forfixed-price goods; (2)supplemental compensatory damages ftomApril 1,2003 through the date 
1 ofthisorderbaseduponthejur/sreasonableroyaltyTates;(3)adeterminationofliabiUtyforthe 
defendants'postjudgmentsalesofinfringingservicespriortotheeffectivedateofanyinjunctiontW 
court might enter; and (4) enhancement of supplemental damages. The defendants object to this 
request, arguing three main points. First, the defendants argue that the plaintiff has waived theri^t 
for an accounting as it failed to raiseitin the Final Pretrial Order. The defendants cite LucentT^^^^ 

Tnr. V. Newbridge Networks Corn.. 168 F. Supp. 2d 269, 273 (D. Del. 2001) for support. Second, 
Ihe defendants maintain thatpursuantto 28 U.S.C. § 1292(c)(2). the court should not take action on 
the accounting issue until after any appeals of the case are completed. Finally, the defendants 
contend that there is no reasonable royalty rate to use as the verdict fonn did not specify what royalty 
rate tiie jury utilized in determining the damages awarded. 
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With respect to the defendants' first argument, the plaintiff has not waived its n^t to seek 
an acxounting, as it made the request in the initial complaint and the first amended complaint The 
cases cited by the parties make it clear that provided the defendants received notice that the plaintiff 
would seek an accounting, it does not matter if it is not in the Final Pretrial Order as opposed to the 
complaint. See, e^ Lucent. 168 F. Supp. 2d at 273 (barring the plaintiff from obtaining an 
accounting because it "did not request an accounting in the Final Joint Pretrial Order or in the 

Amended Conqilaint"). 

The second and third arguments put forth by the defendants are more difficult to dismiss. 
Both of these arguments revolve around the complexity, expense and uncertainty surrounding the 
completion of an accounting. As stated above, the jury awarded the plaintiff more than it was asking 
in some circumstances, and less in others. Moreover, the verdict form did not include a question 
seddngtheroyaltyrateusedbythejury indeterminingthedamage award. Thedefendants maintain 
that this uncertainty renders an accounting difficult, if not impossible. Given that this has the 
potential to create a Utigation onto itself, the court wiU defer its raling on this until after any appeals 
ofthiscase are concluded. See28U.S.C. § 1292(c)(2) ("The United States Court of Appeals for the 
Federal Circuit shaU have exclusive jurisdiction of an appeal ftom a judgment in a civil action for 
patent infringement which ... is final except for an accounting."); sss alsoMcCullouph v Kammerer 
Corp.. 331 U.S. 96, 98, 67 S. Ct 1 165 (1947). The court notes that the plaintiff wiU not suffer any 
great harm fiom this decision as the court will certainly consider awarding enhanced damages for 
any post-verdict infringement foUowing the result of any appeal. Sss sjipm section n.B.l.d. 
Accordingly, this issue will be removed from the active docket pending appeal of the case to the 
Federal Circuit. Following any such appeal, the parties are instmcted to ask the court to return the 
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mattCT to the active docket if necessary. 

6. Motion for EnhancedDamagesUnderSS U.S.C. §284 and Attorney Fees 
Under 35 U.S.C.§ 285. 

In this motion, the plaintiff seeks enhanced damages based on the jury's finding of wiUfiil 
infringement. In addition, the plaintiff seeks the award of attorneys' fees. In response, the 
defendants claim that the court should enter judgment as a matter of law in their favor as there was 
insufficient evidence for a finding of wiUfuhiess. ta the alternative, the defendants maintain that 
despite the finding of willfutoess. enhanced damages and attorneys' fees are not warranted in this 
"close" case. 

a. Enhanced Damages 

••Upon a finding of willful infringement, a district court may. at its discretion, grant up to 
trebledamages." ^^^^c w v stnr.Pe Tech. Com.. 185 F.3d 1259, 1274 (Fed. Cir. 1999) (citing 
35 U.S.C. § 284). However, "while willful infringement may allow enhanced damages, such finding 
does not compel the district court to grant them. Instead, the decision to grant or deny enhanced 
damagesremainsfirmlywithinthescopeofthedistrictcomt'sreasoneddiscretion,infoimedby&^ 

totaUty of the circumstances." Il(intemal citations omitted). •The paramount determination in 
deciding to grant enhancement and the amount thereof is the egregiousness of the defendant's 
conduct based on all the facts and circumstances." Efisd. 970 F.2d at 826. to determining whether 
aparticular case requires enhanced damages, the Federal Circuit has provided a number of factors 
a court should consider. These include: (1) whether the infringer dehT)erately copied the ideas or 
design of another; (2) whether the infringer, when he knew of the other's patent protection, 
investigated the scope of the patent and formed a good-faith beUef that it was invaUd or that it was 
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not infiinged; (3) the infringer's behavior as a party to the Utigation; (4) the defendant's size and 
financial condition; (5) the closeness of the case; (6) the duration of the defendant's misconduct; (7) 
the remedial action by the defendant; (8) the defendant's motivation for harm; and (9) whether the 
defendant attempted to conceal its misconduct. S^idat827. The plaintiffhas alleged that many 
of these factors weigh in favor of enhancing the damages. The court will address each in turn. 

(0 whether the infringer deliberately copied the ideas or 
design of another 

The plaintiff alleges that the defendants, after receiving notice of the plaintiffs patents, 
copied the ideas contained therein. Specifically, the plaintiff argues that eBa/s purchase of 
Half.com. PayPal, and the incorporation of the "Buy-It-Now" feature all contributes to the 
conclusion that the defendants were copying the ideas in the patents. The defendants maintain that 
their success did not arise from the use of anything contained in the plaintiffs patents. Moreover, 
the defendants argue that thepatentsofferno business or engineering guidance which the defendants 
could copy. This court agrees. While the jury found that there was insufficient evidence to find 
thesepatentsinvalidforlackofenablement. there was expert testimonydescribing the lackofOT^ 
code andother features which would allow another to implementthesepatents.Moreover,eBay was 

usingpayment processors longbefoic it received notice of the '265 patent, despite the feet that the 
puichaseofPa)«»aloccurredfollowingthattime. Therefore, the court finds that this factor does not 

weigh in favor of enhancing Ae damages. 

(iO whether the infringer, when he Imew of the oflier's patent 
protection, investigated the scope of the patent and 
formed a good-faith beUef that it was invaUd or thatit was 
not infringed 

With respect to the second factor, the courthasfuUy addressed the issueofwillfiihiess in 
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defendants' Motion for Judgment as a Matter of Uw. See sues section n. A. La. Based on this 
same reasoning, the court finds that this fector weighs in favor of enhanced damages. 

(iii) the infringer's behavior as a party to the Utigation 
The plaintiff spends ahnost 20 pages in its Motion detailing the defendants' "abusive and 
expense-enhancing Utigation tactics." S^Dkt. 574. pp. 7-24; see also Dkt. 594, pp. 11-17. fa 
response, the defendants spend considerable time detaiUng the plaintiffs behavior during this 
Utigation. S^Dkt. 581, pp. 12-24. These detailed descriptions of the parties' actions in this case 
are certainly not necessary, as the court is all too familiar with the close to 600 documents filed in 
this case. This case was bitterly fought from day one. However, neither side comes to this stage 
in the case with perfectly clean hands. As such, the court wiU not use the conduct of either side as 
a basis to grant or deny the enhancanent of damages. 

(iv) the defendant's size and financial condition 
The next factor the court must consider is the defendant's size and financial condition. The 

plaintiff argues thatbecausedefendant-eBayisaMghlysuccessfiil company, with first qu^^ 
profitsofover $380 milUon, that trebUng the damages is the onlywaythe defendants would feel the 
punitiveimpactfromtheirwillfiilinfringement The defendants maintain that reUance on the fact 
that eBay is a "deep pocket" is unproper and 'that their size and financial condition should only be 
aminorconsideration. S^Qd§^14F.Supp.at804. This court agrees. Whilethe fact that eBay 
is such a large and wealthy corporation is certainly a factor in determining whether to enhance the 
damages.thecourtwiUonlygiveitminorconsiderationwhenwdghingthetotaKtyofci^^ 

(v) the closeness of the case 
The plaintiff maintains that this case was not close, as the defendants were found to have 
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inftinged both patents and all invalidity defenses were rejected. Moieover. the fact that the jury 
found wiUfuhxess by clear and convincing evidence warrantsafinding that 

The defendants, on the other hand, argue that this case was extremely close, as is indicated by the 
factthat the jury found that neither defendant indirectlyinftingedthe'176patentandd^^ 

did not indirectly infringe the '265 patent. In addition, the fact that the court found that the «051 
patent. thepatentwhichcomprised75o/oofthedamagessoughtbytheplaintiff.invaUd^ 

judgment further supports the finding that the case was close. As this court held in the defendants- 
first Rule 50 Motion, whether or not there was sufficient evidence on wiUfiUness was a close call and 

thecourtreservedtherighttorevisittheissueafterthejuiyreturneditsverd^^^^ 
finds that the case was sufficiently close, a factor that weighs against the imposition of enhanced 
Jom iL. Il^miLL^nyTt-— r - T..AU.nGroun. 917 F.2d 538.543 (Fed. Cir.l990) 
(findingno abuse ofdiscretion where district court refiised to enhance damages because wiUfidness 
was "sufficiently closeontheevidence."despitethefactthat the jury had found^^^^ 

and convincing evidence). 

(vi) the daration of the defendants' misconduct 

The plaintiff asserts that enhanced damages are warranted bec^ise ttie "defendants' 
infringing conduct has lasted for two years and they have no intention of ceasing the infringement" 
However, as support for this factor, the plaintiff again reUes on the fact that the defendants did not 
obtain anopinionof counsel." The court notes that this Utigation has been going on for ahnosttwo 

" m addition, the plaintiff impUes that because the defendants l^^^^^icated tl^ 
will anneal the verdSt, they should be punished for this continued effort. The court finds tins 
^^r^^e^Z^^y ^^^ fact that aU througj. this Utigation, V^^^^f^ ^he 
^f^mid L «051 pLt invalid, the plaintiff indicated its intention to appeal this case. In 
(cootinued on next page) 
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years and that theplaintifFneverfiledamotionforapTeliminary injunction to preventft^ 
from continuing the in&ingement during the pendency of this Utigation. The court wiU not aUow the 
plaintiff to now use that fact to its advantage. Therefore, the court finds that this factor does not 
wd^ in favor of enhanced damages. 

(vii) the remedial action by the defendants 
Withrespect to this factor, the plaintiff claims that the defendants made a deUberate decision 
not to undertake any remedial actions by not designing around the patent as they claim they could 
have easily done at a cost of less than $15,000. The plaintiff claims that the defendants* refusal to 
take such remedial action is a further indication of bad faith and the need for a punitive component 
to the damages award. The court agrees. The defendants stressed the fact that they could have 
designed around the patents with only a few man-hours and very littte expense, but failed to do so. 
As such, this factor weighs in favor of enhanced damages. 

(viii) the defendants' motivation for harm 

The plaintiff did not allege that the defendants' motivation was to harm it or Mr. Woolston. 
nor is there any evidence of such. Therefore, the court will not consider this factor. 

(ix) whether the defendants attempted to conceal their 
misconduct 

Once again, there has been no indication that the defendants attempted to conceal their 
misconduct, nor has the plaintiff made such an allegation. Therefore, the court will likewise not 
consido' this factor. 



fact, the plaintiff has akeady made one unsuccessful appeal in this case. The fact that the 
defendants intend to file an appeal is completely irrelevant to the court's determmation of 
enhanced damages. 
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In sum. after careM review of all the fectors for and against enhancing 
the court finds that there is an insufficient basis to make such an award. TTierefore. the plaintiffs 
Motion with respect to enhanced damages is denied. 

b. Attorneys' Fees 
InthisportionoftheMotion,theplaintiflfalsoseeksattomey5' fees pursuant to 35 U.S. C. 
§285. Thissectionprovidesthatinexcepticnalcases.thecourtmayawardreasonableattomeyfees 
to the prevailing party. 35 U.S.C. §285. "Thetrialjudge'sdiscretionintheawardof attorney fees 
permits the judge to weigh intangible as weU as tangible factors: the degree of culpabiUty of the 
infringer, the closeness of the question, litigation behavior, and any other factors whereby fee 
shifting may serve as an instrument of justice." National Pre^o Indus Tnc v. West Bend Co., 76 
F.3dll85, 1197 (Fed. Cir. 1996). TTie court notes tiiat many of the factors cited are the same as 
thosediscussed above withrespect to enhanced damages. Therefore, for thereasons set fort^ 
the court finds that an award of attorneys' fees is not warranted in this case. Accordingly, the 
plaintiff s Motion is draiied. 

7. Motion for Entry of Final Judgment 
The plaintiff seeks entry of finaljudgment, based on the jury's verdict and resolution of the 
post-trial motions. While the court agrees that the entry of final judgment is required, it does not 
grant the final judgment sought by the plaintiff Ratiier. the court enters final judgment consistent 
with the jury's verdict and the rulings on the above post-trial motions. Accordingly, the Clerk is 
directed to enter judgment for the plaintiff in the amount of $29.5 million. Ttiis consists of $10.5 
million for eBa/s direct infiingement of the '265 patent; $14.5 milUon for Half.com's direct 
infringement of the '265 patent; and $4.5 million for Half.com's direct infiingement of the '176 
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patent. Moreover.tMs judgment is tobeenteredv^ithpiqudgmenttoerestm&^ 

year Federal Treasury rate, compounded quarterly, and postjudgment interest at the standard rate. 

m. Conclusion 

For the reasons discussed above, the court makes the following rulings: (1) Half.com's 
Renewed Motion for Judgment as a Matter of Law and Motion for aNew Trial on the '176 Patent 
isDENIED;(2)eBayandHalf.com'sRenewedMotionforJudgmentasaMatterofLawandMotion 

for a New Trial on the '265 Patent is DENIED; and (3) eBay and Half.com's Renewed Motion to 
Strike Testimony of Plamtiffs Damages Experts. Motion for New Trial, or Motion for Judgment as 
a Matter of Law is DENIED in part and GRANTED in part; (4) the plaintiffs Motion for Entry 
ofaPemianenttojunctionOrderisDENroD;(5)theplaintiffsMotiontoEnforceJudgeFriedma^^ 
InjunctionOrderofFebruary26,2003.andforOrdertoShowwhyDefendanteBay.lnc.ShouldNot 

be Held in Contempt for FaciUtating Violations of Judge Friedman's Injunction Order of Febniary 
26, 2003 is DENIED; (6) the plaintiffs RenewedMotion for Judgment as a Matter of Law is 
DENmD;(7)theplaintiffsMotionforPrejudgmentandPos^udgmentInterestisGRANTED,w^^ 

the exceptionoftheinten^trateused; (8) theplaintiffsMotion for Post-Verdict^^ 
AccountingisDEFERREDpendingappeal.andtheCle±isINSTRUCrEDtoremovetMsMoti^^ 

from the court's active docket; (9) the plaintiff's Motion for Enhanced Damages Under 35 U.S.C. 
§ 284 and Attorney Fees Under 35 U.S.C. § 285 is DENIED; and (10) the plaintiffs Motion for 
Entry of Final Judgment is GRANTED in part and DENIED in part. 

The Clerk is REQUESTED to send a copy of this Order to counsel of record. 
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It is so ORDERED. 



(^PONTTED'STATES DISTRICT JUDGE 

Norfolk, Virginia 
August .2003 
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11. [a] A computer-implemented method for 
conducting auctions on the internet, the method 
comprising: 


ACSN operated a computer-implemented method for 
conducting auctions among its subscribing participants over 
a dial-up computer network in the late 1980s. 

Although ACSN's computer implemented on-line auctions 
were not conducted "on the internet, " it would have been 
obvious to one skilled in the art in early 1995 to combine 
ACSN with the Internet and web-based auctions of the 
Computer Museum and Save the Earth. 

ACSN adopted a low margin commission, high volume 
business model, the success of which depended on attracting 
a number of subscribers: "It's kind of a McDonald's 
concept. We sell on small margin, but we sell a lot of coins. '* 
Army Knives at 3. Thus, one skilled in the art would have 
been motivated to implement ACSN's teachings over the 
increasingly popular Internet or Worldwide Web to take 
advantage of its broader customer base. Compare Army 
Knives at 3 ("'Once we get above 1,000 users... with Save 
the Earth at 1 C'ARTROCK Gallery will be open to 26 
million users... *'). 

Indeed, the Computer Museum article would have expressly 
motivated skilled artisans to take advantage of the Internet 
auction model: *7 think the potential is tremendous for 
auctions on the Internet. It's a tremendously interesting 
business model. " Computer Museum. 

ACSN — Army Knives^ (p. 1): "Jay Mintz . . . programmed 
the software to carry out the tasks needed to conduct on-line 
auctions and straight sales among members of the database." 

— Secondary References / Knowledge in the Art — 

Computer Museum^: "The idea for putting The Computer 
Museum's auction on the Internet. . ." 

Save the Earth^ (p. 2): "All items are autographed and will 
be auctioned on the Intemet. . 


[b] receiving at a communication handler 
program executing on a host computer 
information from a seller corresponding to an 
item for auction, the information received from 
the seller including 


Information corresponding to every item sold on A CSN was 
received at the host computer from either: (I) ACSN's 
operators offering their own goods for sale through the 
database; or (2) subscribing sellers in the form of electronic 
messages. 

(1) A CSN LISTING ITS OWN GOODS: 



* Army Knives is attached to this Protest as Exhibit A, No. 7. 

^ Computer Museum is attached to this Protest as Exhibit A, No. 6. 

^ Save the Earth is attached to this Protest as Exhibit A, No. 5. 
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XCSN— Army Knives (p. 3) "'We stuck a lot of our stuff on 
the database first to get people started/ Mintz says." (p. 3) 

ACSN— Blankley^ (38:12-15) 

Q Did you sell some of your own items through the 
Acorn Network service? 

A Yes. Why shouldn't I? I owned the damned thing. 



(2} SUBSCmBING SELLERS LISTING THEIR GOODS: 

ACS^—Army Knives (p. 1): "Users . . . may send a message 
offering one of their own collectables to be sold via the 
network." 

ACSN— /4rwij Knives (p. 2): "In the Coin Bid Board 
Auction, collectors send messages offering their coins, then 
ship the coins to Nemo's in advance of the auction date. 
Blankley has them checked for authenticity and for the 
accuracy of the asking price, stores them in a bank vault and 
transfers the message onto the auction portion of the 
database." 



ACSN— Blankley (32:4-18) 

Q When your system took an item in, how did you record 
information relating to that item in a — 
A ... when we'd receive something via the system, it 
would usually come in as a file, a Hsting file, of whatever the 
individual had for sale. For example, say I had - I had a list 
of bills I wanted to ~ I wanted you to sell for me. I could -- 1 
would sit down at the computer, list them, tell you what they 
were, what I thought their grade was. And I'd send it on. 
And then you would be notified, send me the bills. Of 
course, you know that akeady through the registration 
process. And once I received the bills, I verified they are 
what you said they were, I think your price is fair, then they 
go on the board. 

ACSN— Mintz^ (38:6-25) 

Q. How would the system operate to accept an item for sale, 
for example? 

A. The user, if wanted to post an item, they would post 
an item in the form of an item message or bid board message. 
That message would contain the item name, how much they 
believe it's valued at, what type of item it was so that we 
could classify it for which auction it was to go into. ... 
Q, Could a user in 1987 provide that information with 
respect to an item they wanted to sell on line? 
A. Yes, it was done on line. 

ACSN— Mintz (101:5-9) 

Q. The users couldn't post directly on to the Acorn 
System. Correct? 



'* Mr. Blankley's deposition transcript is attached to this Protest as Exhibit A, No. 12. 
^ Mr. Mintz's deposition transcript is attached to this Protest as Exhibit A, No. 13. 
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A. They were posting directly on to the system. The 
system just wasn't making it live until we verified it. 


[c] (i) a designation of a category, selected from a 
list of categories, under which the item for 
auction is to be listed, and 


ACSN— Army Knives (p. 2): "The database has several 
different 'auctions' or 'trading floors.' ... trading floors exist 
for silver, gold, antiques, computers. Royal Doulton and 
Hummel figurines, military items, stamps, paper money and 
baseball cards. Blankley says other types of collectables will 
be offered on the database as his list of subscribers grows." 

ACSN — ^Advertisment^: "Our rules are sinq>le and easy to 
follow. They are explained at the head of each category for 
trading ... you are assigned a pass word which will allow 
you into the system to roam at will throughout the 
categories listed. ... we have currently on-line and trading 
items in the following categories. . 

• The ACSN Advertisement also Hsts predetermined 
subcategories within the categories offered: "F) 
Crystal (Swarovski, Stueben, Fostoria, Etc.); G) 
Collectible Bottles (Perfume, medicine, milk. Etc.)" 

ACSN— Blankley (16:20-17:4) 

Q What was your idea for the Acorn Network? 
A Well, we wanted to set up multiple databases and 
searchable databases, and all the categories just a little old 
brochure. And we had a trading floor where people could 
buy and sell on the floor, a virtual floor. . . . 

ACSN— Blankley (33:22-34:2) 

Q And that was stored in the system with respect to 
that item? 

A It was general ~ it was generally done by the 
receiver, by the category that would fit. But once the 
category was assigned, then the machine assigned a nimiber. 

ACSN— Mintz (34:17-35:7) 

Q. On the right-hand side of this document, there's a 
series of categories. What are those? 

A. These are the actual bid boards, except for the bottom 
one which talks about a coin bid auction. Obvioiisly that was 
not the name of the auction. We did hold bid auctions. 
Q. And at the top of this list of A through Y categories it 
states, we have currently on line and trading items in the 
following categories. What did you mean when you said 
these were the bid boards? 

A. Each one of these items was a separate auction 
running on the system. . . . 

ACSN— Mintz (38:6-25) 

Q. How would the system operate to accept an item for sale, 
for exan:^)le? 

A. The user, if wanted to post an item, they would post 



* ACSN's advertisement is attached to this Protest as Exhibit A, No. 14. 
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an item in the form of an item message or bid board message. 
That message would contain the item name, how much they 
believe it's valued at, what type of item it was so that we 
could classify it for which auction it was to go into. ... 


[d] (ii) input relating to scheduling an auction for 
the item; 


Both ACSN and subscribing sellers provided scheduling 
input for auctions of their goods. ACSN auctioned these 
goods by presenting the received item information to a 
plurality of potential bidders over a computer network. 

(1) ACSN LISTING ITS OWN GOODS: 
ACSl^—Army Knives (p, 3): "*We stuck a lot of our stuff 
on the database first to get people started,* Mintz says." 

ACSN — Army Knives (p. 2): "So far, Mintz says, three 
national auctions have been held, with another set for 
August." 

ACSN— Blankley (38:12-15) 

Q Did you sell some of your own items through the 
Acorn Network service? 

A Yes. Why shouldn't I? I owned the damned thing. 
ACSN— Mintz (126:25-127:20) 

Q. Did Nemo's ever auction off its own goods on the 
Acorn Network? 
A. Yes, itdid. ... 

Q. Did Mr. Blankley have the ability to decide start and 
stop times for various auctions? 
A. Yes, he did. 

Q. Did Mr. Blankley have the ability to select start and 
stop times for the auctions that would include his own goods 
for sale? 

A. Yes, he did. 

(2) Subscribing SELLERS LISTING their goods: 
ACSN — Coin Trading^: "Bidding on regular items listed on 
a daily basis can take as long as rules set up by the 
consigners allow." 

ACSN— Blankley (37:24^38:5) 

Q And could that user state in their posting how long 
they wanted the particular item to be up for sale? 
A Yes. But generally, the item would probably sell 
before he - before he could get it out of his mouth. Lot of - 
lot of times something will hit the board and be gone before 
it got all tapped in. 

ACSN— Mintz (44:4-18) 

Q. I'll restate it. How could a user reschedule which 
auction they wanted their item to be entered in? ... If at all? 
A. If the user wanted to be in a certain auction, they 



^ Coin Trading is attached to this Protest as Exhibit A, No. 15. 
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could request it. As long as we received the item in hands 
before the date of that auction, we would put it in that 
auction. If the user did not specify and we ran auctions on a 
regular basis, generally every other week type basis, it would 
go into the next available auction. 

ACSN— Mintz (45:15-46:3) 

Q. Did the system provide information to the user with 
respect to when auctions would begin and end? 
A. Yes. 

Q. And so by selecting a particular auction, a user would 
know the scheduled start and end time of that particular 
auction that they selected. Is that right? 
A. The users would -- yes, the auctions at the very top of 
the auction had the starting and ending time of the auction 
and the last bids. 


[e] processing at least a portion of the received 
information into a presentation format by a 
database-to-presentation format formatting 
program, the presentation format including an 
indication of the category of the item for auction; 


ACSN displayed auction information stored in its host- 
computer's database to auction participants. The display of 
information stored in a database necessarily requires some 
form of "database-to-presentation format formatting 
program, " 

ACSN — Army Knives (p. 2): "The database has several 
different 'auctions' or 'trading floors.' ... trading floors exist 
for silver, gold, antiques, conq)uters, Royal Doulton and 
Hummel figurines, military items, stanq^s, paper money and 
baseball cards. Blankley says other types of collectables will 
be offered on the database as his list of subscribers grows." 

ACSN — Advertisment: '*Our rules are simple and easy to 
follow. They are explained at the head of each category for 
trading ... you are assigned a pass word which will allow 
you into the system to roam at will throughout the 
categories listed. ... we have currently on-line and trading 
items in the following categories. . 

• The ACSN Advertisement also lists predetermined 
subcategories within the categories offered: "F) 
Crystal (Swarovski, Stueben, Fostoria, Etc.); G) 
Collectible Bottles (Perfume, medicine, milk. Etc." 

ACSN— Mintz (40:2-13) 

Q. All right. And when the Acom System posted the 
item for sale, what information would be posted? 
A. The information posted would be the ID of the item, 
what it was, the ciurent bid price of the item, or at least the 
first asking price, if that was the case. If the auction just 
started, the owner of the item would post a minimum bid. 
That would be posted as well as a brief description of what 
the item was and its grade, if it was a coin, quality. 

ACSN— Blankley (34:25-35:7) 

Q. And at the top of this list of A through Y categories it 
states, we have currently on line and trading items in the 
following categories. What did you mean when you said 
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these were the bid boards? 

A. Each one of these items was a separate auction 
running on the system. 

ACSN— Blankley (36:17-37:2) 

Q Did you also hold daily auctions on the Acorn Network 
service? 

A Well, the floors were ~ you know, every category was an 

auction. There were boo coo auctions, I want that figurine, 

I'll pay this. And the other one will log on they're going to 

pay more or ~ that was an ongoing process. 

Q So there were auctions, ongoing at all times, on the Acorn 

Network? 

THE WITNESS: Oh, yeah. 

ACSN— Blankley (94:18-95:3) 

...Whoa. Whoa. Whoa. Whoa. Whoa. Whoa. Whoa. 
That ain't what it says. It says ~ the last two sentence says 
"Registration fee is $35, which includes first month's time 
and a monthly maintenance fee of $ 1 5 . Once registration 
information is in the computer and the fee is paid, you are — 
you are ~ you are list —you are into the system and able to 
roam at will throughout the categories listed," 


[f] based at least in part on the received auction 
scheduling input, conducting an auction for the 
item over the Internet by presenting the 
presentation format to a plurality of potential 
bidders; 


See Claim 1 1 [d] supra. 


[g] receiving at the host computer at least, one 
bid on the auctioned item from a bidder; and 


ACSN — Army Knives (p, 1): "Users enter their bids in the 
form of messages." 

ACSN— Blankley (23:9-16) 

Q And when bids were placed on-line on your — on your 
auction, did your auction maintain what the highest bid was? 

A Yes. 

ACSN— Mintz (41:2-21) 

Q. All right. And what information would be displayed on 
the system with respect to a particular item after bids were 
accepted for that item? 

A. The item would post the current price of the auction item 
as it was updated once we got verification on the bids sent in. 
The bids were sent in by user ID in message form as well. 
We'd verify those and take the bids. The system did that 
automatically, pretty much. 

Q. And did the system list what the cvurent high bid was on 
a particular item? 
A. Yes, it did. ... 


[h] receiving at a host computer payment 
information from the bidder. 


ACSN— Mintz (31:3-13) 

Q. What process would a user have to go through in 
order to register with the on-line Acorn Auction in 1987? 
A. He could do one of two ways. Obviously there was a 
paper-based way and then there was the on-line way. Both 
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of those forms required information regarding methods of 
payment, user name, name, you know, address, stuff that we 
had to verify to get them on line as well as it listed all the 
charges involved. 

ACSN— Mintz (33:7-14) 

Q. In order for a user to register with the Acorn On-line 
Auction in 1987, did that user have to provide a credit card? 
A. They could pay by check. That would work as well; 
however, the auctions worked easier if they had a credit card 
because we could go in and directly bill their credit cards for 
items purchased or sold. 

ACSN— Mintz (50:15-24) 

Q. And how did the system ~ for instance, if the buyer 

had provided a credit card and — as a method of payment, 

how would the buyer be charged for the item? 

A. The buyer would be charged the bid price obviously 

plus a two percent commission from the system. 

Q. That would be charged by the system to the buyer*s 

credit card? 

A. Correct. 

ACSN— Blankley (26:6-27:4) 

. . . We asked question how they would be paying for most of 
their purchases. We wanted to kind of keep a handle on that 
so we knew what percentage of credit card transactions we 
were going to have to pay for and what other transactions 
we'd have to pay for. 

Q Why did you require the credit card as 

part of the registration process? 

A To verify a person's identify. 

Q ... What other reason did you collect the credit card 

number? 

A For payment 






12. The method of claim 1 1 further comprising: 
passing the received payment information from a 
host computer to an external clearinghouse; and 
receiving at a host computer a response from the 
external clearinghouse that payment has cleared. 


Processing a credit card payment — as ACSN's system did — 
inherently requires passing the credit card account number 
to an external clearinghouse and receiving confirmation 
from the clearinghouse that the payment requested was 
within the card's account limit. 

ACSN— Mintz (95:6-15) 

Q. When you charged the credit card, that was a manual 
process. Isn't that right? 

A. Not - the system would generate log to do the billing 
charges itself, and that system was tied into the credit card 
system so it could bill — the system could bill — the on-line 
system could bill credit cards. There was some manual 
process in there obviously to verify the information, but the 
system had the ability to bill customers. 

ACSN— Mintz (96:17-97:11) 

A. How the system would charge their credit cards? 
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Q. Yes. 

A. It tied into the phone line and dialed in to the same 
way it dialed into, you know, systems to check for — the 
system had ties into Dow Jones where it dialed in to get 
numbers for it's — for the Gold and Silver Bullion prizes. It 
had a dial in to a credit card system similar to the way your 
credit card boxes work now where it would transmit the 
numbers of transactions that went today similar to the way 
they work today ~ ...It would dial in. It dialed up ~ on a 
scheduled basis, it would dial in transactions on a daily basis 
at the end of a business day. 






13. The method of claim 1 1 wherein the 
database-to-presentation formatting program 
conq)rises a database-to-worldwide web mapping 
module. 


As explained above in connection with claim 11, element fej, 
ACSN used a "database-to-presentation formatting 
program " to display auction information to its subscribers. 
Although ACSN did not use a ''database-to-worldwide web 
mapping module," as explained above in connection with 
claim 11, element [a], it would have been obvious in 1995 to 
implement ACSN's auction over the Worldwide Web as 
taught in Save the Earth. The display of information from a 
database on a web page necessarily requires a "database-to- 
worldwide web mapping module" of some form. 

— Secondary References / Knowledge in the Art — 

Save the Earth (p. 2): "All items are autographed and will 
be auctioned on the Internet from April 22, through May 21, 
1995 at http://www.coramerce.com/save earth." 






14. The method of claim 1 1 further comprising: 
receiving payment information from the bidder via a 
worldwide web page server executing on the host 
computer. 


See Claims 1 l[h], 13 supra. 
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15. The method of claim 1 1 further comprising: 
processing the received payment information with a 
transaction processor to debit an account identified 
by the payment information. 


ACSN— Mintz (50:15-24) 

Q. And how did the system - for instance, if the buyer 

had provided a credit card and -- as a method of payment, 

how would the buyer be charged for the item? 

A. The buyer would be charged the bid price obviously 

plus a two percent commission from the system. 

Q. That would be charged by the system to the buyer's 

credit card? 

A. Correct. 

ACSN— Mintz (95:6-15) 

Q. When you charged the credit card, that was a manual 
process. Isn't that right? 

A. Not - the system would generate log to do the billing 
charges itself, and that system was tied into the credit card 
system so it could bill — the system could bill — the on-line 
system could bill credit cards. There was some manual 
process in there obviously to verify the information, but the 
system had the ability to bill customers. 

ACSN— Mintz (96:17-97:11) 

A. How the system would charge their credit cards? 
Q. Yes. 

A. It tied into the phone line and dialed in to the same 
way it dialed into, you know, systems to check for the 
system had ties into Dow Jones where it dialed in to get 
numbers for it's ~ for the Gold and Silver Bullion prizes. It 
had a dial in to a credit card system similar to the way your 
credit card boxes work now where it would transmit the 
numbers of transactions that went today similar to the way 
they work today - . . .It would dial in. It dialed up ~ on a 
scheduled basis, it would dial in transactions on a daily basis 
at the end of a business day. 






1 6, The method of claim 1 1 further comprising: 
associating the payment information with the bid 
received from the bidder. 


ACSN received payment information from all participants 
during registration. All bids were associated with a 
participant's account which included the participant's 
payment information. Furthermore, if a participant 
submitted a winning bid, the participant's payment 
information was directly associated with the bid to collect 
payment. 

ACSN— Mintz (50:15-24) 

Q. And how did the system — for instance, if the buyer 

had provided a credit card and ~ as a method of payment, 

how would the buyer be charged for the item? 

A. The buyer would be charged the bid price obviously 

plus a two percent commission from the system. 

Q. That would be charged by the system to the buyer's 

credit card? 

A. Correct. 

ACSN— Mintz (51:21-52:12) 

Q. . . .Specifically the charge - did the system keep track of 
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the fact that it had charged a buyer's credit card for the 
purchase price plus two percent? 

A. Yes, In the report that went out at the end of an auction, 
if the credit card was already in there, the report generated 
would show that it was going to charge this user's account 
this much money plus two percent. The report was 
generated mainly so we would have a record of what went on 
as well as for those people that weren't using credit cards, 
that the people could go back and go, hey, verify everything 
and make sure. Plus, they wanted to double check even the 
credit card transactions to make sure everything was cool and 
okay. 






17. The method of claim 1 1 wherein the payment 
information identifies a credit card account. 


ACSN— Mintz (33:7-14) 

Q. In order for a user to register with the Acorn On-line 
Auction in 1987, did that user have to provide a credit card? 
A. They could pay by check. That would work as well; 
however, the auctions worked easier if they had a credit card 
because we could go in and directly bill their credit cards for 
items purchased or sold. 

ACSN— Mintz (37:14-38:1) 

Q. If a user provided a credit card as a part of the 
registration process and selected a credit card as method of 
payment, what charges, if any, would be charged to that 
user's credit ca rd? 

A. The charges applied to that card would be the monthly 
service charge, if that's how they chose to do it, or if they 
chose as one lump sum, that would be charged to their credit 
card. Any purchases and/or consigrmients they made to the 
system would be charged to that credit card as well as the 
commissions. 

ACSN— Mintz (50:15-24) 

Q. And how did the system ~ for instance, if the buyer 

had provided a credit card and - as a method of payment, 

how would the buyer be charged for the item? 

A. The buyer would be charged the bid price obviously 

plus a two percent commission from the system. 

Q. That would be charged by the system to the buyer's 

credit card? 

A. Correct. 

ACSN— Blankley (26:6-27:4) 

...We asked question how they would be paying for most of 
their purchases. We wanted to kind of keep a handle on that 
so we knew what percentage of credit card transactions we 
were going to have to pay for and what other transactions 
we'd have to pay for. . . . 

Q ... What other reason did you collect the credit card 
number? 

A For payment. 






1 8. The method of claim 1 1 wherein the 
information received from the seller includes a price 


ACSN— Mintz (40:2-13) 

Q. All right. And when the Acorn System posted the item 
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for sale, what information would be posted? 
A. The information posted would be the ID of the item, 
what it was, the current bid price of the item, or at least the 
first asking price, if that was the case. If the auction just 
started, the owner of the item would post a minimum bid. 
That would be posted as well as a brief description of what 
the item was and its grade, if it was a coin, quality. 

ACSN— Mintz (40:18-25) 

Q. Well, could a user either set up - set, for exanq)le, a 
reserve price? 

A. They could set a minimiun price for the auction to 
start. If they did not want any bids below this price, they 
could set that price, yes. 

ACSN— Mintz (42:25-43:11) 

Q. And what information would be contained in the 
database, system database, with respect to the record of each 
item posted? 

A. Each item posted had multiple fields. It contained 
obviously the information about the item. It contained its 
imique ID that it was assigned by the system. It contained 
the user ID of the person that owned that item. It contained 
the minimum asking price of that item and also it contained 
the consignment date and also which auction it would go 
into. 






19. The method of claim 1 1 wherein the 
presentation format comprises a hypertext markup 
language format. 


See Claim 13 supra. 






147. The method of claim 11 or 26 wherein the 
communication handler program con^rises a Unix 
daemon. 


ACSN online auctions necessarily used a "communication 
handier program " to enable transmission of data online to 
and from auction participants. Although ACSN does not 
expressly teach using a "UNIX Daemon, " a "daemon " is 
simply a software communications program that performs 
predetermined operations in response to a particular input. 
Daemons and the UNIX operating system were commonly 
used and well known in the art. 

— Secondary References / Knowledge in the Art — 

Computer Museum: "An EIT developer, Eric Rescorla, 
implemented the auction application using the conqjany's 
ServiceMail public domain toolkit, Tenenbaum said. 
ServiceMail transforms UNIX applications into network 
service via E-mail, he said." 

http://w\vw.webopedia.coni/TERM/d/daemon.html^ 

''daemon: A process that runs in the backgroimd and 
performs a specified operation at predefined times or in 
response to certain events. The term daemon is a UNIX term, 



Attached to this Protest as Exhibit A, No. 16. 
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though many other operating systems provide support for 
daemons . . . Typical daemon processes include print 
spoolers, e-mail handlers, and other programs that perform 
administrative tasks for the operating system." 






148. The method of claim 1 1 wherein the 
received auction scheduling input relates to an 
auction duration. 


Both ACSN and subscribing sellers provided scheduling 
input for auctioning their goods. 

(1) ACSN LISTING ITS OWN GOODS: 
ACSN — Army Knives (p. 3): "'We stuck a lot of our stuff 
on the database first to get people started,' Mintz says." 

ACSN — Army Knives (p. 2): "So far, Mintz says, three 
national auctions have been held, with another set for 
August." 

ACSN— Mintz (126:25-127:20) 

Q. Did Nemo's ever auction off its own goods on the 
Acorn Network? 
A. Yes, it did. ... 

Q. Did Mr. Blankley have the ability to decide start and 
stop times for various auctions? 
A. Yes, he did. 

Q. Did Mr. Blankley have the ability to select start and 
stop times for the auctions that would include his own goods 
for sale? 

A. Yes, he did. 

(2) Subscribing sellers listing their goods: 
ACSN — Coin Trading: "Bidding on regular items Hsted on 
a daily basis can take as long as rules set up by the 
consigners allow" 

ACSN— Blankley (37:24-38:5) 

Q And could that user state in their posting how long 
they wanted the particular item to be up for sale? 
A Yes. But generally, the item would probably sell 
before he — before he could get it out of his mouth. Lot of ~ 
lot of times something will hit the board and be gone before 
it got all tapped in. 

ACSN— Mintz (44:4-18) 

Q. I'll restate it. How could a user reschedule which 
auction they wanted their item to be entered in? ... If at all? 
A. If the user wanted to be in a certain auction, they 
could request it. As long as we received the item in hands 
before the date of that auction, we would put it in that 
auction. If the user did not specify and we ran auctions on a 
regular basis, generally every other week type basis, it would 
go into the next available auction. 

ACSN— Mintz (45:15-46:3) 

Q. Did the system provide information to the user with 
respect to when auctions would begin and end? 
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A. Yes. 

Q. And so by selecting a particular auction, a user would 
know the scheduled start and end time of that particular 
auction that they selected. Is that right? 
A. The users would — yes, the auctions at the very top of 
the auction had the starting and ending time of the auction 
and the last bids. 






149. The method of claim 1 1 wherein the 
received auction scheduling input relates to one or 
both of an auction starting time and an auction 
ending time. 


See Claim 148 supra. 






1 50. The method of claim 1 1 wherein the 
received auction scheduling input conqjrises an 
indication that the auction is to be started 
immediately. 


One of the known advantages of online auctions was that 
auctions for items can be conducted individually on their 
own schedule. This permits auctions to be conducted on a 
daily basis and manually invoked with an immediate or near 
immediate start upon listing, such as in the daily auctions 
sellers conducted on many of ACSN*s boards for items other 
than coins. 

ACSN — Coin Trading: "Bidding on regular items listed on 
a daily basis can take as long as rules set up by the 
consigners allow." 

ACSN— Blankley (36:17-37:2) 

Q Did you also hold daily auctions on the Acorn Network 
service? 

A Well, the floors were — you know, every category was an 

auction. There were boo coo auctions, I want that figurine, 

I'll pay this. And the other one will log on they're going to 

pay more or -- that was an ongoing process. 

Q So there were auctions, ongoing at all times, on the Acom 

Network? 

THE WITNESS: Oh, yeah. 
ACSN— Mintz (34:17-35:7) 

Q. On the right-hand side of this document, there's a 
series of categories. What are those? 

A. These are the actual bid boards, except for the bottom 
one which talks about a coin bid auction. Obviously that was 
not the name of the auction. We did hold bid auctions. 
Q. And at the top of this list of A through Y categories it 
states, we have currently on line and trading items in the 
following categories. What did you mean when you said 
these were the bid boards? 

A. Each one of these items was a separate auction 
running on the system . . . 






151. The method of claim 1 1 wherein the 
received auction scheduling input consists of an 
indication that the auction is to be started 
immediately. 


See Claim 1 50 supra. 







13 



Serial No. 09/253,014 



Protest Under 37 C.F.R. §1.291 

APPENDIX I 







152. The method of claim 1 1 wherein the 
received auction scheduling input comprises an 
indication that the auction is to be invoked by the 
seller manually. 


See Claim 150 supra. 






1 53. The method of claim 1 1 wherein the 
received auction scheduling input comprises an 
indication that the auction is to be initiated at a 
future time. 


See Claim 148 supra. 






20. [a] A computer-implemented method of 
conducting auctions on the internet, the method 
comprising: 


See Claim 1 1 [a] supra. 


[b] receiving information about an item to be 
auctioned, the received information including 


See Claim 1 1 [b] supra. 


[c] (i) a designation of a category, selected from a 
list of categories, under which the item is to be 
auctioned, and 


See Claim 1 1 [c] supra. 


[d] (ii) input relating to scheduling an auction for 
the item; 


See Claim 1 1 [d] supra. 


[e] generating a tracking identifier to identify the 
item to be auctioned; 


ACSN— Mintz (39:1-18) 

Q. And what would the system do with respect to the 
information it received regarding an item that a user wanted 
to sell? 

A. That item would be sent to a message. That message 
would come to us. Once that item was verified, in other 
words, meaning it came to Memphis, we saw it and we 
verified it, it would go into one of the auction boards in its 
exact form as it came to us. It would be assigned an ID by 
the system. The system assigned an ID to that item. 
Q. Was the ID that was assigned to that particular item 
unique to that particular item? 
A. Yes. 


[f| processing at least a portion of the received 
information to create a presentation format 
corresponding to the item to be auctioned, the 
presentation format including an indication of 
the category of the item to be auctioned; 


See Claim 1 1 [e] supra. 


[g] based at least in part on the received auction 
scheduling input, conducting an auction for the 
item over the Internet by presenting the 
presentation format to a plurality of internet 
participants; 


See Claim 1 1 [f] supra. 


[h] receiving at least one bid for the item from at 
least one internet participant; 


See Claim 1 1 [g] supra. 


[i] providing to the internet participant 
instructions for sending payment information to 
pay for the auctioned item. 


Auctions, like any commercial transaction, inherently 
require some form of instructions on how to submit payment. 
See, e.g.. Computer Museum ("the museum arranged for 
payment and delivery"). ACSN provided instructions to 
participants regarding how and where to provide a method 
of payment for items and fees during registration. 

ACSN also provided a report to the winning bidder and 
seller at the end of each auction. If a participant had 
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submitted a credit card as their payment method, the report 
would reflect a charge would be made for the purchase price 
and commission to that credit card. If a participant had 
designated that they would pay by other means, the report 
instructed the participant that payment should be made for 
the amount stated in the report. 

ACSN— Advertisement: "METHOD OF PAYMENT 
; CREDIT CARD NR ; EXPIRATION ; 
... To obtain registration simply call the computer or fill out 
the attached registration form and the process begins." 

ACSN— Mintz (51:21-52:12) 

Q. . . .Specifically the charge ~ did the system keep track of 
the fact that it had charged a buyer's credit card for the 
purchase price plus two percent? 

A. Yes. In the report that went out at the end of an auction, 
if the credit card was already in there, the report generated 
would show that it was going to charge this user's account 
this much money plus two percent. The report was 
generated mainly so we would have a record of what went on 
as well as for those people that weren V using credit cards, 
that the people could go back and go, hey, verify everything 
and make sure. Plus, they wanted to double check even the 
credit card transactions to make sure everything was cool and 
okay. 






21. [a] The method of claim 20 wherein 
conducting an auction for the item comprises 
opening an auction process to participants on the 
internet; and 


See Claim 1 1 [a] supra. 


[b] further comprising automatically closing the 
auction process to the internet participants based on 
a predetermined condition. 


ACSN closed auction processes to participants based on 
reaching a predetermined end-time. Indeed, all auctions are 
closed based on a predetermined condition, be it reaching an 
end time, passage of a period of time without a higher bid, 
the seller's acceptance of a bid, or reaching a particular 
price. 

Although ACSN*s auction participants did not communicate 
over the Internet, it would have been obvious to implement 
ACSN's teachings over the Internet as explained above in 
connection with claim II, element [a] above. 

ACSN— Mintz (45:15-46:3) 

Q. Did the system provide information to the user with 
respect to when auctions would begin and end? 
A. Yes. 

Q. And so by selecting a particular auction, a user would 
know the scheduled start and end time of that particular 
auction that they selected. Is that right? 
A. The users would - yes, the auctions at the very top of 
the auction had the starting and ending time of the auction 
and the last bids. 






22. The method of claim 20 further comprising: 


See Claim 13 supra. 
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receiving the bid for the auctioned item via a world 
Wide web page server interface. 








23. The method of claim 20 further comprising: 
receiving payment information from the participant, 
the payment information being associated with the 
bid. 


See Claim 16 supra. 






24. The method of claim 20 further comprising: 
receiving from the participant payment information 
identifying a credit card account, 


See Claim 17 supra. 


passing the credit cart account information to a 
clearinghouse and receiving authorization from the 
clearinghouse that payment with the credit card has 
cleared. 


See Claim 12 supra. 






25. [a] The method of claim 20 further conprising: 
receiving payment information from the participant. 


See Claim 1 1 [h] supra. 


[b] clearing the payment information, and 


ACSN— Mintz (95:6-15) 

Q. When you charged the credit card, that was a manual 
process. Isn't that right? 

A. Not — the system would generate log to do the billing 
charges itself, and that system was tied into the credit card 
system so it could bill — the system could bill — the on-line 
system could bill credit cards. There was some manual 
process in there obviously to verify the information, but the 
system had the ability to bill customers. 

ACSN— Mintz (96:17-97:11) 

A. How the system would charge their credit cards? 
Q. Yes. 

A. It tied into the phone line and dialed in to the same 
way it dialed into, you know, systems to check for — the 
system had ties into Dow Jones where it dialed in to get 
niunbers for it's ~ for the Gold and Silver Bullion prizes. It 
had a dial in to a credit card system similar to the way your 
credit card boxes work now where it would transmit the 
numbers of transactions that went today similar to the way 
they work today - ...It would dial in. It dialed up - on a 
scheduled basis, it would dial in transactions on a daily basis 
at the end of a business day. 


[c] transferring legal ownership of the item to the 
participant. 


Because it took possession of goods listed for auction, ACSN 
shipped all items to the buyers. As a matter of law, ACSN's 
delivery of a good to a buyer transferred "legal ownership" 
of the good absent some contrary agreement. Section 2-401 
of the Uniform Commercial Code (VCC), which governs 
transactions in the sales of goods, provides: ''Unless 
otherwise explicitly agreed title passes to the buyer at the 
time and place at which the seller completes his performance 
with respect to physical delivery of the goods. " UCC § 2- 
401 (2). Thus, ACSN's shipment of goods it owned and 
offered as a seller transferred legal ownership of those 
goods. 
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Similarly, with regard to a good consigned to ACSN for 
auction by a participant seller, ACSN's shipment of the good 
transferred legal ownership: ''Any entrusting possession of 
goods to a merchant who deals in goods of that kind gives 
him power to transfer all rights of the entruster to a buyer in 
the ordinary course of business. " UCC § 2-403 (2). Thus, 
by entrusting an offered good to ACSN— which dealt such 
collectable items — a seller authorized ACSN to transfer legal 
ownership. See § 2-403 (3) C Entrusting' includes any 
delivery and acquiescence in retention of possession for the 
purpose of sale, obtaining offers to purchase, locating a 
buyer, or the like. 






1 54. The method of claim 20 wherein the 
received auction scheduling input relates to an 
auction duration. 


See Claim 148 supra. 






155. The method of claim 20 wherein the 
received auction scheduling input relates to one or 
both of an auction starting time and an auction 
ending time. 


See Claim 148 supra. 






156. The method of claim 20 wherein the 
received auction scheduling input comprises an 
indication that the auction is to be started 
immediately. 


See Claim 150 supra. 






157. The method of claim 20 wherein the 
received auction scheduling input consists of an 
indication that the auction is to be started 
immediately. 


See Claim 150 supra. 






158. The method of claim 20 wherein the 
received auction scheduling input comprises an 
indication that the auction is to be invoked by the 
seller manually. 


See Claim 150 supra. 






159. The method of claim 20 wherein the 
received auction scheduling input comprises an 
indication that the auction is to be initiated at a 
future time. 


See Claim 148 supra. 






208. The method of claim 2 1 wherein the 
predetermined condition is defined at least in part 
by the received auction scheduling input. 


Both ACSN and subscribing sellers provided predetermined 
end times for auctions of their goods. 

ACSN— Mintz (126:25-127:20) 

Q. Did Nemo*s ever auction off its own goods on the Acorn 

Network? 

A. Yes, it did. . . . 

Q. Did Mr. Blankley have the ability to decide start and 
stop times for various auctions? 
A. Yes, he did. 

Q. Did Mr. Blankley have the ability to select start and stop 
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times for the auctions that would include his own goods for 
sale? 

A. Yes, he did. 

ACSN — Coin Trading: "Bidding on regular items listed on 
a daily basis can take as long as rules set up by the 
consigners allow." 

ACSN— Mintz (45:15-46:3) 

Q. Did the system provide information to the user with 
respect to when auctions would begin and end? 
A. Yes. 

Q. And so by selecting a particular auction, a user would 
know the scheduled start and end time of that particular 
auction that they selected. Is that right? 
A. The users would — yes, the auctions at the very top of 
the auction had the starting and ending time of the auction 
and the last bids. 






33. A system for conducting auctions on the 
internet, the system comprising: 


See Claim 1 1 [a] supra. 


an auction item presentation means for 
presenting items for auction-to-auction 
participants connected via the internet, the 
auction item presentation means presenting 
items for auction arranged into item categories, 


See Claim 1 1 [e] supra. 


each item for auction being associated with an 
item category designated by a seller of the item 
to be auctioned; 


See Claim 1 1 [c] supra. 


an auction process means for executing an 
auction process for the item based at least in part 
on scheduling input received from the seller; 


See Claim 11 [f] supra. 


an auction bid recipient means for receiving, 
during the auction process, at least one bid for an 
item being presented by the auction item 
presentation means; and 


See Claim 1 1 [g] supra. 


payment recipient means for receiving payment 
information from a bidding participant, 


See Claim 1 1 [h] supra. 


the payment information corresponding to the 
item for which the bid was received. 


See Claim 16 supra. 






34. The system of claim 33 further comprising 
payment verification means for passing received 
payment information to an external clearinghouse 
for verification. 


See Claim 12 supra. 






35. The system of claim 33 wherein the auction 
item presentation means comprises a database-to- 
presentation formatting program for mapping 
information from a database into a worldwide web 
format. 


See Claim 13 supra. 






36. The system of claim 33 further comprising: a 
transaction processor to debit an account identified 


See Claim 1 5 supra. 
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by the payment information if the received bid is 
approved. 








37. The system of claim 33 wherein the received 
payment information identifies a credit card. 


See Claim 17 supra. 






38. The system of claim 36 wherein the payment 
information identifies a credit card and 


See Claim 17 supra. 


wherein the transaction processor charges the credit 
card for the payment associated with the approved 
bid. 


See Claim 15 supra. 






39. The system of claim 33 wherein the auction 
item presentation means presents the auction item 
information as a markup language page. 


See Claim 13 supra. 






160. The system of claim 33 wherein the 
received auction scheduling input relates to an 
auction duration. 


See Claim 148 supra. 






161. The system of claim 3 3 wherein the 
received scheduling input relates to one or both of 
an auction starting time and an auction ending time. 


See Claim 148 supra. 






1 62. The system of claim 33 wherein the 
received scheduling input comprises an indication 
that the auction process is to be started immediately. 


See Claim 150 supra. 






1 63. The system of claim 33 wherein the 
received scheduling input consists of an indication 
that the auction process is to be started immediately. 


See Claim 150 supra. 






164. The system of claim 33 wherein the 
received scheduling input comprises an indication 
that the auction process is to be invoked by the 
seller manually. 


See Claim 150 supra. 






165. The system of claim 3 3 wherein the 
received scheduling input comprises an indication 
that the auction process is to be initiated at a fixture 
time. 


See Claim 148 supra. 






40. [a] An auction participant system for 
enabling participation in an online auction 
conducted over a packet-switched network, the 
auction participants including sellers of items to 
be auctioned and bidders on the items to be 
auctioned, the system comprising: 


ACSN operated a system enabling its subscribers to 
participate in online auctions as both buyers and sellers. As 
explained above in connection with claim 11, element [a], it 
would have been obvious in 1995 to implement ACSN*s 
teachings over the Internet or worldwide web. 
Communications over the Internet or worldwide web are 
inherently transmitted over a ''packet-switched network. " 

— Secondary References / Knowledge in the Art — 
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See htip .'//computer, howstuff^orks. com/router. htm/printable? 
("Internet data, whether in the form of a Web page, a 
downloaded file or an e-mail message, travels over a system 
known as a packet-switching network.") 


[b] an auction item receiving means for receiving 
a page of information including one or more 
items available for auction, 


See Claim 1 1 [b] supra. 


[c] the received page of information including a 
designation of item categories with which the 
items for auction are associated, each seller 
designating an item category for that seller's 
item to be auctioned; 


See Claim 1 1 [c] supra. 


[d] an auction process means for executing an 
auction process corresponding to the item based 
at least in part on scheduling input received from 
the seller; 


See Claim 1 1 [f] supra. 


[e] an auction bid input means for inputting a 
bid for at least one of the items presented in the 
received page and for inputting payment 
information associated with the bid; and 


See Claims 1 1 [g, h], \6 supra. 


[f] bid transmission means for transmitting the 
bid and payment information via the packet- 
switched network to a remote bid processor 
system. 


See Claim 1 1 [g] supra. 






4 1 . The system of claim 40 wherein the 
received page comprises a markup language page 
and wherein the auction item receiving means 
comprises a web browser connected via the internet 
to a server at the remote bid processor system. 


See Claim 13 supra. 






42. The system of claim 40 wherein the 
payment information identifies a credit card 
provided by the auction participant to pay for the 
item in the amount of the bid. 


See Claim \1 supra. 






1 66. The system of claim 40 wherein the 
received auction scheduling input relates to an 
auction duration. 


See Claim 148 supra. 






1 67 . The system of claim 40 wherein the 
received scheduling input relates to one or both of 
an auction starting time and an auction ending time. 


See Claim 148 supra. 






168. The system of claim 40 wherein the 
received scheduling input comprises an indication 
that the auction process is to be started immediately. 


See Claim 150 supra. 






1 69. The system of claim 40 wherein the 
received scheduling input consists of an indication 


See Claim 150 supra. 



^ Attached to this Protest as Exhibit A, No. 17. 

20 



Serial No. 09/253,014 



Protest Under 37 C.F.R. §1.291 

APPENDIX I 



'014 App. Claims 


Prior Art ^ * ' 


that the auction process is to be started immediately. 








1 70. The system of claim 40 wherein the 
received scheduUng input comprises an indication 
that the auction process is to be invoked by the 
seller manually. 


See Claim 150 supra. 






171. The system of claim 40 wherein the 
received scheduling input comprises an indication 
that the auction process is to be initiated at a future 
time. 


See Claim 148 supra. 






43.[a] A system for auctioning a uniquely 
identified item over a packet-switched network, 
the system comprising: 


See Claim 40 [a] supra. 


[b] a database of data records, each data record 
relating to an item and comprising an identifier 
to uniquely identify the item and 


ACSN— Mintz (42:25-43:11) 

Q. And what information would be contained in the 
database, system database, with respect to the record of each 
item posted? 

A. Each item posted had multiple fields. It contained 
obviously the information about the item. It contained its 
unique ID that it was assigned by the system. It contained 
the user ID of the person that owned that item. It contained 
the minimum asking price of that item and also it contained 
the consigmnent date and also which auction it would go 
into. 


[c] an item category, designated by a seller of the 
item, under which the item is to be offered for 
auction; 


See Claim 1 1 [c] supra. 


[d] an auction system, accessible by a plurality of 
participants via the packet-switched network, 
that presents an item for auction by providing a 
mark-up language page of information 
corresponding to an item that is available for 
auction during a specified time, the mark-up 
language page of information including an 
indication of the item's category; 


See Claim 1 1 [e] supra. 


[e] wherein the auction system executes an 
auction process corresponding to the item based 
at least in part on scheduling input received from 
the seller of the item. 


See Claim 1 1 [f] supra. 


[fj receives bids from one or more of the 
participants over the packet-switched network 
and 


See Claim 1 1 [g] supra. 


[gl terminates the auction when one or more 
predetermined criteria are satisfied; and 


5ee Claim 21 supra. 


[h] wherein the auction system transmits to a 
selected auction participant information about 
where the selected auction participant should 
submit payment information for the auctioned 
item. 


See Claim 20 [i] supra. 






44. The system of claim 43 wherein the 
auction system refiises to accept bids after the one 


See Claim 21 [b] supra. 
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or more predetermined criteria have been satisfied. 








45. The system of claim 43 wherein the auction 
system comprises a web page server interface for 
receiving bids from auction participants connected 
to the auction system via the world wide web. 


See Claim 13 supra. 






46. The system of claim 43 wherein the auction 
system receives payment information with each bid. 


ACSN received payment information, usually in the form of a 
credit card number, from each participant during 
registration and passed that information to an external 
clearinghouse to verify that participant's payment 
information and identity. Thereafter, each bid a participant 
made was associated with his or her account and the verified 
credit card information stored therein. Thus, although 
ACSN participants were not required to transmit payment 
information with each bid they made, each bid was 
associated with payment information that had already been 
received and verified by ACSN. 

Moreover, as secure payment processing technology 
developed from 1986 to 1995, it would have been obvious to 
one of skill in the art to receive and verify credit card 
information with each bid, as such verification would 
enhance the auction-system 's integrity and ability to ensure 
payment could be collected without expensive and protracted 
efforts — two goals ACSN's founder explained were critical to 
a system 's viability. Blankley TR at 34:19-23 ("The integrity 
your — of the person operating that type of business is the 
greatest asset you have."); Blankley TR 30:22-31:6 at ("if 
after 90 days they weren't paid, they got the shaft. ... And we 
had to eat the loss. Of course, if it was a big amount, 1 had 
an awful greedy lawyer. 






47. The system of claim 46 wherein the 
auction system receives payment information 
identifying a credit card account, and transmits the 
credit card accoimt information to a remote 
verification system before processing the bid. 


See Claim 46 supra. 






48. The system of claim 47 wherein the 
auction system selects a bid based on the one or 
more predetermined criteria, 


See Claim 44 supra. 


processes the credit card account for the amount of 
the bid, and 


See Claim 15 supra. 


transfers legal ownership of the item to the 
participant that submitted the bid. 


See Claim 25 [c] supra. 






1 72. The system of claim 43 wherein the 
received auction scheduling input relates to an 
auction duration. 


See Claim 148 supra. 






1 73. The system of claim 43 wherein the 
received scheduling input relates to one or both of 
an auction starting time and an auction ending time. 


See Claim 148 supra. 
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174. The system of claim 43 wherein the 
received scheduling input comprises an indication 
that the auction process is to be started immediately. 


See Claim 150 supra. 






1 75. The system of claim 43 wherein the 
received scheduling input consists of an indication 
that the auction to be started immediately. 


See Claim 150 supra. 






1 76. The system of claim 43 wherein the 
received scheduling input comprises an indication 
that the auction process is to be invoked by the 
seller manually. 


See Claim 150 supra. 






177. The system of claim 43 wherein the 
received scheduling input comprises an indication 
that the auction process is to be initiated at a future 
time. 


See Claim 148 supra. 






1 89, The system of claim 43 wherein the 
received scheduling input comprises an indication 
that the auction process to be initiated at a future 
time. 


This claim is identical to Claim 177. 






209. The system of claim 43 wherein the one or 
more predetermined criteria are defined at least in 
part by the received scheduling input. 


See Claim 44 supra. 






49. [a] An auction participation system, in 
communication with an auction processor that 
processes bids for items being auctioned, for 
enabling participation in an online auction over a 
packet-switched network the auction 
participation system comprising: 


See Claim 40 [a] supra. 


[b] an auction page recipient means that receives 
from a server at the auction processor a page 
containing information about at least one item 
being auctioned, the received page including 


See Claim 1 1 [b] supra. 


[c] a designation of an item category with which 
the at least one item being auctioned is 
associated, the item category being specified by a 
seller of the item; 


See Claim 1 1 [c] supra. 


[d] an auction process means for conducting an 
internet-based auction of the item based at least 
in part on scheduling input received from the 
seller of the item; 


See Claim 1 1 [f] supra. 


[e] bid input means for enabling a participant to 
input a bid for submission to the auction 
processor via the packet-switched network; 


See Claim 1 1 [g] supra. 


[f| bid award receiving means for receiving an 
indication that the bid was awarded to the 
participant; and 


ACSN— Mintz (49:10-20) 

Q. How was the user notified? 

A. They were sent a message at the end of an auction that 
their system -- their bid was the highest bid. The next time 
they logged on, they were notified at the top of their log in 
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where the bulletins were. They were notified their bid was 
the highest bid, to contact us or we will contact them. 
Q. Was that notification on line through the computer? 
A. Yes. 

ACSN— Blankley (27:5-14): 

Q Can you describe how a user's credit card would be 
charged by your system? 

A Well, once the buyer and seller agreed on a deal, we 
notified the seller. And he said, "Okay. That's fine. Fll sell 
at this price." We notified the buyer. He said, "That's okay. 
Credit my account for that amount of money and ship me the 
coin" or "the piece" or whatever it was. Plus two percent on 
incoming, two percent outgoing. It's very simple. Like I say, 
there's no rocket science to it at all. It was straightforward. 


[g] payment information input means for 
enabling the participant to input payment 
information in response to receiving a bid award. 


See Claim 1 1 [h] supra. 






50. The system of claim 49 wherein the 
auction page receiving means conprises a web 
browser system that accesses a server at the auction 
processor to receive the page. 


See Claim 13 supra. 






5 1 . The system of claim 49, wherein the 
auction participation system receives payment 
information with each bid. 


See Claim 46 supra. 






52. The system of claim 5 1 wherein the 
auction participation system receives payment 
information identifying a credit card account and 
transmits the credit card account information to a 
verification system before processing the bid. 


See Claim 46 supra. 






53. The system of claim 52 wherein the 
auction participation system selects a bid based on 
one or more predetermined criteria, 


See Claim 44 supra. 


processes the credit card account for the amount of 
the bid and 


See Claim 15 supra. 


transfers legal ownership of the item to the 
participant that submitted the bid. 


See Claim 25 [c] supra. 






178. The system of claim 49 wherein the 
received auction scheduling input relates to an 
auction duration. 


See Claim 148 supra. 






179. The system of claim 49 wherein the 
received scheduling input relates to one or both of 
an auction starting time and an auction ending time. 


See Claim 148 supra. 






180. The system of claim 49 wherein the 
received scheduling input comprises an indication 
that the auction is to be started immediately. 


See Claim 150 supra. 







24 



Serial No. 09/253,014 



Protest Under 37 C.F.R. §1.291 

APPENDIX I 



>014 App. Claims 


---^v'-"::. ■' Prior ART>r,--:r^ './v%.^^^^^^^^ 


181. The system of claim 49 wherein the 
received scheduling input consists of an indication 
that the auction is to be started immediately. 


See Claim 150 supra. 






182. The system of claim 49 wherein the 
received scheduling input comprises an indication 
that the auction is to be invoked by the seller 
manually. 


See Claim 150 supra. 






183. The system of claim 49 wherein the 
received scheduling input comprises an indication 
that the auction is to be initiated at a future 


See Claim 148 supra. 






54. A system for facilitating commerce at 
an internet-based auction, the system 
comprising: 


See Claim 1 1 [a] supra. 


auction item receiving means for receiving from 
one or more auction participants information 
regarding an item to be posted for an auction. 


See Claim 1 1 [b] supra. 


the received information including a designation 
of a category, selected from a list of categories, 
under which the item is to be auctioned; 


See Claim 1 1 [c] supra. 


auction processor means for processing 
information received by the auction item 
receiving means and presenting the processed 
information in a format to be transmitted to 
auction participants over a packet-switched 
network, the format including an indication of 
the category of the item to be auctioned, 


See Claim 1 1 [e] supra. 


the auction processor means including an auction 
process means for executing an auction process 
for the item based at least in part on scheduling 
input received from the seller of the item; and 


See Claim 1 1 [f] supra. 


bid receiving means for receiving bids for the 
item presented to auction participants. 


See Claim 1 1 [g] supra. 






1 84. The system of claim 54 wherein the 
received auction scheduling input relates to an 
auction duration. 


See Claim 148 supra. 






1 85. The system of claim 54 wherein the 
received scheduling input relates to one or both of 
an auction starting time and an auction ending time. 


See Claim 148 supra. 






1 86. The system of claim 54 wherein the 
received scheduling input comprises an indication 
that the auction process is to be started immediately. 


See Claim 150 supra. 






1 87. The system of claim 54 wherein the 
received input consists of an indication that the 
auction process is to be started immediately. 


See Claim 150 supra. 






188. The system of claim 54 wherein the 


See Claim 150 supra. 
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received scheduling input comprises an indication 
that the auction process to be invoked by the seller 
manually. 








55. [a] A computer-implemented method of 
facilitating internet auctions, the method 
comprising: 


See Claim 1 1 [a] supra. 


[b] receiving information from a seller including 
(i) information about an item to be auctioned at a 
computer system programmed to receive 
information over a communication network, and 


See Claim 1 1 [b] supra. 


Ic] (ii) input relating to scheduling an auction for 
the item, 


See Claim 1 1 [d] supra. 


Id] the auction item information including a 
selection of a predetermined category, the 
predetermined category selected by the seller 
from a predetermined list of categories 
maintained by the computer system; 


See Claim 1 1 [c] supra. 


[el based on at least a portion of the information 
received from a seller, generating a unique item 
identifier by a program executing on the 
computer system; 


See Claim 20 [e] supra. 


[f| notifying the seller of the unique item 
identifier generated in response to receiving 
information about the item to be auctioned; 


The display lot numbers in auction listings notifies all 
auction participants — buyers and sellers — of the item 
identifiers generated for their items. 

ACSN— Mintz (40:2-13) 

Q. All right. And when the Acorn System posted the 
item for sale, what information would be posted? 
A. The information posted would be the ID of the item, 
what it was, the current bid price of the item, or at least the 
first asking price, if that was the case. If the auction just 
started, the owner of the item would post a minimum bid. 
That would be posted as well as a brief description of what 
the item was and its grade, if it was a coin, quality. 


[gl based at least in part on the received auction 
scheduling input, auctioning the item at the 
computer system with an auction process 
program. 


See Claim 1 1 [f] supra. 


[h] the auction process program indicating the 
predetermined category selected by the seller 
and identifying the item to be auctioned; 


See Claim 1 1 [e] supra. 


lil presenting the auction to a plurality of auction 
participants via a computer network in response 
to a request to display information about the 
item to be auctioned, the request to display the 
item's information being processed by a 
computer program executing on the computer 
system; and 


ACSN conducted multiple, simultaneous auctions on a daily 
basis. To access the display for a particular auction run on 
ACSN's database, a participant necessarily needed to input a 
request to view that auction that was processed by ACSN's 
host computer. 

ACSN — Army Knives (p. 2): "The database has several 
different 'auctions' or 'trading floors.' ... trading floors exist 
for silver, gold, antiques, computers, Royal Doulton and 
Hummel figurines, military items, stamps, paper money and 
baseball cards. Blankley says other types of coUectables will 
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be offered on the database as his list of subscribers grows." 
ACSN— Mintz (34:25-:35:7) 

Q. And at the top of this hst of A through Y categories it 
states, we have currently on line and trading items in the 
following categories. What did you mean when you said 
these were the bid boards? 

A. Each one of these items was a separate auction 
running on the system. 

ACSN— Blankley (36:17-37:2) 

Q Did you also hold daily auctions on the Acorn Network 
service? 

A Well, the floors were — you know, every category was an 

auction. There were boo coo auctions, I want that figurine, 

ril pay this. And the other one will log on they're going to 

pay more or — that was an ongoing process. 

Q So there were auctions, ongoing at all times, on the Acorn 

Network? 

THE WITNESS: Oh, yeah. 
ACSN— Mintz (40:2-13) 

Q. All right. And when the Acorn System posted the 
item for sale, what information would be posted? 
A. The information posted would be the ID of the item, 
what it was, the current bid price of the item, or at least the 
first asking price, if that was the case. If the auction just 
started, the owner of the item would post a minimum bid. 
That would be posted as well as a brief description of what 
the item was and its grade, if it was a coin, quality. 

ACSN — ^Advertisement: "Once the registration information 
is in the computer and the fee is paid you are assigned a pass 
word which will allow you into the system to roam at will 
throughout the categories listed." 


[j] receiving at the computer system at least one 
bid on the item being auctioned, 


See Claim 1 1 [g] supra. 


[k] the computer system updating a display of 
the item's information in response to receipt of 
the at least one bid. 


ACSN— Mintz (112:4-113:16) 

. . . The system was — the prices were updated automatically. 
It means pretty much meaning that the person would bid a 
price. That thing would go through the system and then the 
system would post it. It wasn't — there was a slight delay in 
terms of the system processing it. ... The system, you 
know, allowed a user to bid on that itenx That would go 
through the process. It would update the auction. That took 
a little time. So pretty much, meaning it wasn't instantaneous 
but, yes, it did do it automatically. 

Q. Didn't a sys op have to at times physically intervene to 
have that bid price automatically updated? 
A. No. If it was running correctly, they didn't have to 
intervene at all. ... 

ACSN— Mintz (40:2-13) 

Q. All right. And when the Acorn System posted the item 
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for sale, what information would be posted? 

A. The information posted would be the ID of the item, 

what it was, the current bid price of the item . . . 






64. The method of claim 55 wherein the 
information received from a seller further comprises 
an item subcategory, selected by the seller from a 
list of item subcategories, under which the item is to 
be offered for auction. 


See Claim 1 1 [c] supra. 






65. The method of claim 55 wherein the 
information received from a seller comprises a 
verbal description of the item or a graphical 
depiction of the item or both. 


ACSN received item information from sellers including 
verbal descriptions in messages offering items for auction. 
Because ACSN was a text-based system, it did not receive 
graphical depictions or images of items. However, it would 
have been obvious to one of skill in the art to receive and 
display images in a web-based auction system to provide 
purchasers greater information about a good as evidenced 
by Save the Earth 's disclosure. Skilled artisans would have 
been particularly motivated to utilize such images for used 
and collectable goods, the value of which requires some 
assessment of their condition. 

ACSN — Army Knives (p. 1): "Acorn Collector Services 
Network provides its 350 subscribers descriptions of coins 
and other coUectables. Users ... may send a message 
offering one of their own coUectables to be sold via the 
network." 

ACSN— Blankley (32:4-18) 

Q When your system took an item in, how did you record 
information relating to that item in a — 
A ... when we'd receive something via the system, it would 
usually come in as a file, a listing file, of whatever the 
individual had for sale. For example, say I had 1 had a Hst 
of bills I wanted to — I wanted you to sell for me. I could — I 
would sit down at the computer, list them, tell you what they 
were, what I thought their grade was. And I'd send it on. 
And then you would be notified, send me the bills. Of 
course, you know that already through the registration 
process. And once I received the bills, I verified they are 
what you said they were, I think your price is fair, then they 
go on the board. 

ACSN— Mintz (38:6-25) 

Q. How would the system operate to accept an item for 
sale, for example? 

A. The user, if wanted to post an item, they would post an 
item in the form of an item message or bid board message. 
That message would contain the item name, how much they 
believe it's valued at, what type of item it was so that we 
could classify it for which auction it was to go into. ... 
Q. Could a user in 1987 provide that information with 
respect to an item they wanted to sell on line? 
A. Yes, it was done on line. 
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Save the Earth (p. 2): "Intemet users will be able to view 
full color images of the posters to be auctioned online. . 






66. The method of claim 55 wherein the 
information received from a seller conprises a 
verbal description of the item, the verbal description 
including subjective information supplied by the 
seller. 


See Claim 65 supra. 






67. The method of claim 66 wherein the 
subjective information includes one or more of 
following: condition of the item being offered for 
auction, authenticity of the item being offered for 
auction or special features of the item being offered 
for auction. 


See Claim 65 supra. 






68. The method of claim 55 wherein, prior to 
supplying information, the seller registers to sell 
items for auction. 


ACSN was only available to its registered subscribers. This 
registration process required the submission of specific 
information, such as financial and identity information, 
before a participant was permitted to access ACSN and offer 
items for auction. 

ACSN — ^Advertisement: "To participate in the ACSN one 
must be a registered user of the system." 

ACSN— Mintz (31:3-13) 

Q. What process would a user have to go through in 
order to register with the on-line Acorn Auction in 1987? 
A. He could do one of two ways. Obviously there was a 
paper-based way and then there was the on-line way. Both 
of those forms required information regarding methods of 
payment, user name, name, you know, address, stuff that we 
had to verify to get them on line as well as it listed all the 
charges involved. 

ACSN— Mintz (33:7-14) 

Q. In order for a user to register with the Acom On-line 
Auction in 1987, did that user have to provide a credit card? 
A. They could pay by check. That would work as well; 
however, the auctions worked easier if they had a credit card 
because we could go in and directly bill their credit cards for 
items purchased or sold. 

ACSN— Blankley (26:6-27:4) 

Q Why did you require the credit card as part of the 

registration process? 

A To verify a person 's identify, 

Q ... What other reason did you collect the credit card 

number? 

A For payment. 
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69. The method of claim 68 wherein 
registering the seller comprises receiving identity 
information from the seller. 


See Claim 68 supra. 






70. The method of claim 68 wherein 
registering the seller comprises receiving financial 
information from the seller. 


See Claim 68 supra. 






7 1 . The method of claim 68 wherein 
registering the seller comprises opening a debit / 
credit account for the seller. 


ACSN established an account for each participant upon 
registration. Each account included: an entry for each of the 
participant's transactions, including credits for sales and 
debits for purchases; and entries for subscription-fee 
payments owed in the form of a debt owed to ACSN (i.e., a 
debit). 

ACSN— Mintz (36:6-16) 

Q. What information with respect to each user was stored 
in that database? 

A. The user's database contained obviously their ID, their 
account information, name, address, payment information. It 
kept a record of their on-line time, how long they were 
accessing the system. It also kept a record of the transactions 
that they did. It had a limit, of course, to that. It kept their 
last five current transactions and prices. 

ACSN— Mintz (59:7-15) 

Q. So, for instance, would a seller be able to on line 
determine what amount had been credited to his account 
based on a successful sale? 

A. On a monthly basis, it did give him like invoice 
information, you know. So he could see in that term, you 
know, how much his accoimt had been charged over the last 
month, yes, accoimting information. 

ACSN— Blankley (30:22-31:3) 

Q Did your system keep track as to whether or not 
sellers — strike that. Did your system keep track of a 
particular seller*s account regarding whether they owed you 
for the service fee? 

A Yes, it did. And we allowed that to run on 30/60/90 
cycle. But if after 90 days they weren't paid, they got the 
shaft. 






72. The method of claim 71 fruther comprising 
debiting the seller's account by an amount 
corresponding to a seller's fee. 


See Claim 71 supra. 






73. The method of claim 71 fiurther comprising 
crediting the seller's account by an amount 
corresponding to the purchase price of an item sold 
at auction. 


See Claim 71 supra. 






74. The method of claim 55 wherein the seller 
logs into the auction computer system from a 


Participants could only access ACSN using a ''computing 
platform " such as a personal computer. 
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computing platform in order to provide information 
about an item to be auctioned. 


ACSN — Coin Trading: "Blankley said that the service will 
be offered primarily to consumers with personal home 
computers as the target market." 

ACSN— Blankley (32:4-18) 

Q When your system took an item in, how did you 
record information relating to that item in a ~ 
A ... when we'd receive something via the system, it 
would usually come in as a file, a listing file, of whatever the 
individual had for sale. For example^ say I had — I had a 
list of bills I wanted to — I wanted you to sell for me, I 
could — I would sit down at the computer, list them, tell you 
what they were, what I thought their grade was. And Fd send 
it on. And then you would be notified, send me the bills. Of 
course, you know that already through the registration 
process. And once I received the bills, I verified they are 
what you said they were, I think your price is fair, then they 
go on the board. 






75. The method of claim 74 wherein the 
seller's computing platform comprises a personal 
computer, a workstation, a cable set-top device, a 
video game system or a portable computing device. 


See Claim 74 supra. 






76. The method of claim 55 wherein an 
auction participant logs into the auction computer 
system from a computing platform in order to 
browse or bid on items offered for auction. 


See Claim 74 supra. 






77. The method of claim 76 wherein the 
auction participant's computing platform comprises 
a personal computer, a workstation, a cable set-top 
device, a video game system or a portable 
confuting device. 


See Claim 74 supra. 






78. The method of claim 55 wherein the seller- 
provided information includes a reserve price for 
the item to be auctioned. 


Sellers provided ACSN a minimum acceptable bid or 
"reserve price " with their listings. 

ACSN— Mintz (40:2-13) 

Q. All right. And when the Acorn System posted the item 
for sale, what information would be posted? 
A. The information posted would be the ID of the item, 
what it was, the current bid price of the item, or at least the 
first asking price, if that was the case. If the auction just 
started, the owner of the item would post a minimum bid. 
That would be posted as well as a brief description of what 
the item was and its grade, if it was a coin, quality. 

ACSN— Mintz (40:18-25) 

Q. Well, could a user either set up — set, for example, a 
reserve price? 

A. They could set a minimum price for the auction to 
start. If they did not want any bids below this price, they 
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could set that price, yes. 
ACSN— Mintz (42:25-43:11) 

Q. And what information would be contained in the 
database, system database, with respect to the record of each 
item posted? 

A. Each item posted had multiple fields. It contained 
obviously the information about the item. It contained its 
unique ID that it was assigned by the system. It contained 
the user ID of the person that owned that item. It contained 
the minimum asking price of that item and also it contained 
the consignment date and also which auction it would go 
into. 






79. The method of claim 78 wherein the 
seller's reserve price is not revealed to auction 
participants. 


As explained above in connection with Claim 78, sellers 
provided ACSN a minimum acceptable bid or ''reserve 
price'' with their listings. Although ACSN posted this price 
as a starting bid for the auction of an item, one of ordinary 
skill in the art in 1995 would have been motivated to not 
reveal the minimum acceptable bid or reserve price, as it 
was well-known in the art that the use of a confidential 
reserve price protected a seller 's interests. 

— Secondary References / Knowledge in the Art — 

See, e.g., Exh. A, No. 18 at 97-98 {"The live-auction process 
works well when combined with the use of a reserve price 
establishing the minimum amount acceptable to the seller. 
This device protects the seller from having to 'give away' 
assets at unrealistically low bids, increasing the average 
selling price to all sellers over time."). 

See, e.g., http://www.auctioneerscanada.com/auctglos.html 
{"Auction with Reserve: An auction in which the seller 
reserves the right to accept or decline any and all bids. A 
minimum acceptable price may or may not be disclosed. ") 






80, The method of claim 55 wherein prior to 
bidding on an item an auction participant browses 
the predetermined Hst of categories to search for 
desired items on which to place bids. 


ACSN — Advertisement: "Once the registration information 
is in the conq)uter and the fee is paid you are assigned a pass 
word which will allow you into the system to roam at will 
throughout the categories listed'' 

ACSN— Blankley (94:18-95:3) 

...Whoa. Whoa. Whoa. Whoa. Whoa. Whoa. Whoa. 
That ain't what it says. It says — the last two sentence says 
"Registration fee is $35, which includes first month's time 
and a monthly maintenance fee of $15. Once registration 
information is in the computer and the fee is paid, you are ~ 
you are — you are list ~ you are into the system and able to 
roam at will throughout the categories listed,'' 

ACSN— Blankley (16:20-17:4) 

Q What was your idea for the Acorn Network? 

A Well, we wanted to set up multiple databases and 
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searchable databases, and all the categories just a little old 
brochure. And we had a trading floor where people could 
buy and sell on the floor, a virtual floor. . . . 






81. The method of claim 55 wherein the seller 
ships an item purchased at auction to a destination 
specified by the purchasing auction participant. 


It was well known in the art that an auction that received 
bids from remote locations would typically require shipment 
of an auctioned item to a location specified by the purchaser. 
ACSN's online auctions were no different Although ACSN's 
operator— like the consignment node user in the '014 
application — took possession of and shipped all listed goods, 
among these were goods ACSN itself listed as a seller. Thus, 
for ACSN's sale of its own goods, "the seller ships an item 
purchased at auction to a destination specified by the 
purchasing auction participant. " 

ACSN — Coin Trading: "Nemo's mails the coins to the 
purchaser." 






82. The method of claim 55 wherein the seller- 
provided information includes an indication from 
the seller whether the item offered for auction is to 
be advertised to potential bidders. 


ACSN displayed advertisements of items to potential bidders 
within the system in the form of bulletins. Although, it is 
unclear whether ACSN received an indication from sellers 
regarding whether they wanted their item to be advertised, it 
would have been obvious to one skilled in the art in 1995 to 
include such an option to sellers. In light of ACSN's low- 
margin model, permitting sellers to advertise their items 
would offer another revenue stream for the auctioneer. 

Indeed, the utilization of advertising was among the most 
common revenue generators on the Internet in 1995, as 
demonstrated by the Keithley patent (see Exh. F ('014 BPAI 
decision)) and explained in Save the Earth, the "advertising 
and other industries are presently investing heavily in online 
tests and trial services aimed at tapping into what many 
believe will be a major marketing and sales channel in the 
near future. " 

ACSN— Mintz (46:21-47:14) 

Q. Did the system ever - strike that. To your knowledge, 
did you ever advertise any of the listings from auctions? 
A. The system ~ you know, the auctions themselves 
obviously had the item, but that was not the only place. We - 

- you know, in the system when people logged any we posted 
bulletins about the auctions as they were going on, and this 
item is hot and this item is hot. So we advertised items in 
bulletin form. From the minute the user logged on they got 
a series of system bulletins of what' s going on at Acom Net, 
and those would be some of the hot items from the auction. 
So items from auctions were definitely advertised in the 
system, yes. 

— Secondary References / Knowledge in the Art — 

Save the Earth (p. 1): "The telecommunications, retail, 
advertising and other industries are presently investing 
1 heavily in online tests and trial services aimed at tapping into 
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what many believe will be a major marketing and sales 
channel in the near future."; (p. 2): "The online 
communications and World Wide Web access services ... are 
being contributed by ... Global Commerce Link."; "GCL 
products and services support interactive sales transaction, 
marketing, advertising, and customer service applications on 
the Internet..." 






83. The method of claim 82 wherein the 
advertisement appears on a main web page 
maintained by the auction conq}uter system. 


ACSN displayed item advertisements "in the system when 
people logged on.... So we advertised items in bulletin form. 
From the minute the user logged on they got a series of 
system bulletins. " ACSN was implemented before the 
Worldwide Web existed and therefore did not utilize a "main 
web page" or a "welcome" web page. 

However, given ACSN's display of advertisements when 
users first logged onto the network, it would have been 
obvious to one skilled in the art in J 995 to display such 
advertisements on the "main" or "welcome" web page of an 
Internet-based auction. 

ACSN— Mintz (46:21-47:14) 

Q. Did the system ever ~ strike that. To your knowledge, 
did you ever advertise any of the listings from auctions? 
A. The system ~ you know, the auctions themselves 
obviously had the item, but that was not the only place. We - 
- you know, in the system when people logged on, we posted 
bulletins about the auctions as they were going on, and this 
item is hot and this item is hot. So we advertised items in 
bulletin form. From the minute the user logged on they got 
a series of system bulletins of what's going on at Acorn Net, 
and those would be some of the hot items from the auction. 
So items from auctions were definitely advertised in the 
system, yes. 






84. The method of claim 83 wherein the main 
web page comprises a welcome page. 


See Claim 83 supra. 






85. The method of claim 55 further comprising 
notifying an auction participant that a bid by that 
participant has been accepted. 


ACSN notified winning auction participants online that their 
bid had been accepted. As evidenced by the Computer 
Museum article, such notification was well-known in 
electronic auctions: "fojnce bids were made by E-mail, 
participants were notified automatically by the auction 
software if their bids were accepted.... " 

Furthermore, ACSN notified every auction participant if 
their bid was accepted or was below the current high bid by 
updating and auction 's display to indicate the current high 
bid and bidder. 

ACSN— Mintz (49:10-20) 

Q. How was the user notified? 

A. They were sent a message at the end of an auction that 
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their system - their bid was the highest bid. The next time 
they logged on, they were notified at the top of their log in 
where the bulletins were. They were notified their bid was 
the highest bid, to contact us or we will contact them. 
Q. Was that notification on line through the conq)uter? 
A. Yes. 



ACSN— Mintz (40:2-13) 

Q. All right. And when the Acorn System posted the 
item for sale, what information would be posted? 
A. The information posted would be the ID of the item, 
what it was, the current bid price of the item, or at least the 
first asking price, if that was the case. If the auction just 
started, the owner of the item would post a minimum bid. 
That would be posted as well as a brief description of what 
the item was and its grade, if it was a coin, quality. 

ACSN— Mintz (112:4-113:16) 

. . . The system was ~ the prices were updated automatically. 
It means pretty much meaning that the person would bid a 
price. That thing would go through the system and then the 
system would post it. It wasn't -- there was a slight delay in 
terms of the system processing it. ... The system, you 
know, allowed a user to bid on that item. That would go 
through the process. It would update the auction. That took 
a little time. So pretty much, meaning it wasn't instantaneous 
but, yes, it did do it automatically. 

Q. Didn't a sys op have to at times physically intervene to 
have that bid price automatically updated? 
A. No. If it was running correctly, they didn't have to 
intervene at all. . . . 



86. The method of claim 55 wherein an ACSN typically used an automated means to process 

auction participant makes electronic payment for an '^electronic payment" from a participant by electronically 
item purchased at auction. accessing an external credit card clearing network to 

transfer purchase funds. 

ACSN— Mintz (95:6-15) 

Q. When you charged the credit card, that was a manual 
process. Isn't that right? 

A. Not — the system would generate log to do the billing 
charges itself, and that system was tied into the credit card 
system so it could bill — the system could bill — the on-line 
system could bill credit cards. There was some manual 
process in there obviously to verify the information, but the 
system had the ability to bill customers. 

ACSN— Mintz (96:17-97:11) 

A. How the system would charge their credit cards? 
Q. Yes. 

A. It tied into the phone line and dialed in to the same 
way it dialed into, you know, systems to check for - the 
system had ties into Dow Jones where it dialed m to get 
numbers for it's - for the Gold and Silver Bullion prizes. It 
had a dial in to a credit card system similar to the way your 
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credit card boxes work now where it would transmit the 
numbers of transactions that went today similar to the way 
they work today - ...It would dial in. It dialed up ~ on a 
scheduled basis, it would dial in transactions on a daily basis 
at the end of a business day. 






87. The method of claim 86 wherein an 
auction participant makes electronic payment by 
providing credit card or debit card information. 


See Claim 86 supra. 






88. The method of claim 86 wherein an 
auction participant makes electronic payment by 
providing electronic funds transfer information 


See Claim 86 supra. 






89. The method of claim 86 wherein an 
auction participant makes electronic payment using 
e-money. 


ACSN cleared electronic payment in the form of automated 
credit card processing in the late 1980s— years before the 
concept of e-money" existed. As more secure and efficient 
means of processing payment electronically developed in the 
9 years after ACSN launched, it would have been obvious to 
one skilled in the art that ACSN's automated credit card 
processing could be replaced with any one of a number of 
commercially available techniques that MercExchange 
conceded in its application were "well known" and 
^'understood. " Among these was "digital cash " or "e- 
money, " the recognized benefits of which would have 
motivated one skilled in the art to implement it. 

— Secondary References / Knowledge in the Art — 

Exh. A, No. 19 (Aug. 12, 1994): "'...we'll probably see 
more exciting things in the way of digital cash' ... they have 
the properties of anonymity, privacy and untraceability." 






90. The method of claim 55 wherein the seller- 
provided information includes a specified time 
period for the auction. 


See Claim 148 supra. 






9 1 . The method of claim 5 5 wherein the 
auction process program indicates an opening bid 
for an item offered for auction. 


See Claim 18 supra. 






92. The method of claim 55 wherein the 
auction process program indicates a current bid for 
an item offered for auction. 


See Claim 55 [k] supra. 






93. The method of claim 55 wherein 
presenting the auction to the plurality of auction 
participants comprises displaying one or more of the 
following: a verbal description of the item offered 
for auction, a graphical depiction of the item offered 
for auction, or bid information relating to the item 
offered for auction. 


A CSN displayed a verbal description and bid information for 
each item offered for auction. Although ACSN could not 
display a graphical depiction of an item in its text based 
system, as explained in connection with Claim 65 above, the 
provision of graphical depictions was a well known benefit of 
web based systems and expressly described in Save the 
Earth. 
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ACSN— Mintz (40:2-13) 

Q. All right. And when the Acorn System posted the 
item for sale, what information would be posted? 
A. The information posted would be the ID of the item, 
what it was, the current bid price of the item, or at least the 
first asking price, if that was the case. If the auction just 
started, the owner of the item would post a minimum bid. 
That would be posted as well as a brief description of what 
the item was and its grade, if it was a coin, quality. 

ACSN — Army Knives (p. 1): "Acom Collector Services 
Network provides its 350 subscribers descriptions of coins 
and other collectables. Users ... may send a message 
offering one of their own collectables to be sold via the 
network." 

— Secondary References / Knowledge in the Art — 

Save the Earth (p. 2): "Internet users will be able to view 
full color images of the posters to be auctioned online. . ." 






94, The method of claim 55 wherein 
presenting the auction to the plurality of auction 
participants further comprises displaying 
advertisements to the plurality of users. 


See Claim 82 supra. 






95, The method of claim 94 wherein the 
displayed advertisements relate to items offered for 
auction. 


See Claim 82 supra. 






96. The method of claim 94 wherein the 
displayed advertisements relate to goods / services 
offered by a third party. 


See Claim 82 supra. 






97. The method of claim 55 wherein the 
computer system updates the display of the item's 
information each time a bid higher than the current 
bid is received. 


See Claim 55 [k] supra. 






98. The method of claim 55 further comprising 
obtaining an auction participant's assent to terms of 
sale before accepting bids fVom that auction 
participant. 


ACSN posted the rules for each auction category that 
participants would be assenting to if they submitted a bid. 
Indeed, it was well known in the auction arts that a bidder 
must be informed of the terms and rules governing an 
auction that he or she must assent to before bidding. In any 
other scenario, the bidder would have no way to know how 
or what to bid if they wished to purchase a particular item. 

ACSN — Advertisment: "Our rules are sinq3le and easy to 
follow. They are explained at the head of each category for 
trading . . . We have currently on-line and trading items in the 
following categories ..." 






99. The method of claim 98 wherein the 
auction participant's assent is supplied via the 


As explained in connection with Claim 98 above, it was well 
known in the auction arts that a bidder must be informed of 
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Internet. 


the terms and rules governing an auction that he or she must 
assent to before bidding. Although, ACSN provided these 
terms electronically through a dial-in computer network, it is 
inherent that such assent would be received via the Internet 
in an Internet or web-based auction. 






190. The method of claim 55 wherein the 
received auction scheduling input relates to an 
auction duration. 


See Claim 148 supra. 






191. The method of claim 55 wherein the 
received auction scheduling input relates to one or 
both of an auction starting time and an auction 
ending time. 


See Claim 148 supra. 






192. The method of claim 55 wherein the 
received auction input conqjrises an indication that 
the auction is to be started immediately. 


See Claim 150 supra. 






193. The method of claim 55 wherein the 
received auction input consists of an indication that 
the auction is to be started immediately. 


See Claim 150 supra. 






194. The method of claim 55 wherein the 
received auction scheduling input conprises an 
indication that the auction is to be invoked by the 
seller manually. 


See Claim 150 supra. 






195. The method of claim 55 wherein the 
received auction scheduling input comprises an 
indication that the auction is to be initiated at a 
future time. 


See Claim 148 supra. 






133. A computer-implemented method of 
facilitating Internet-based electronic auctions, 
the method comprising: 


See Claim 1 1 [a] supra. 


receiving information from a seller of an item to 
be auctioned, the information including 


See Claim 1 1 [b] supra. 


(i) information identifying the item to be 
auctioned and designating an item category 
selected by the seller from a list of item 
categories, and 


See Claim 1 1 [c] supra. 


(ii) input relating to scheduling an auction for the 
item; 


See Claim 1 1 [d] supra. 


storing at least a portion of the received 
information in a database of information relating 
to items to be auctioned; 


See Claim 43 [b] supra. 


mapping at least a portion of the received 
information stored in the database into a 
presentation format that includes the identifying 
information and the item category provided by 
the seller; displaying the presentation format to a 
plurality of buyers; 


See Claim 1 1 [e] supra. 
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based at least in part on the received auction 
scheduling input, conducting an online auction 
for the item including receiving bids on the item 
from one or more of the plurality of buyers; and 


See Claim 1 1 [f] supra. 


terminating the online auction of the item based 
on a predetermined condition. 


See Claim 44 supra. 






134. The method of claim 133 further 
comprising notifying a winning buyer that a bid 
submitted by the winning buyer was a winning bid. 


See Claim 49 [f] supra. 






1 35 . The method of claim 133 wherein the 
information received from the seller identifying the 
item to be auctioned includes at least one of an item 
title and an item description. 


See Claim 65 supra. 






136. The method of claim 135 wherein the item 
description includes an electronic image of the item. 


See Claim 65 supra. 






137. The method of claim 133 wherein 
receiving information from a seller ftirther 
comprises receiving information designating an 
item subcategory selected by the seller from among 
a list of item subcategories. 


See Claim 1 1 [c] supra. 






138. The method of claim 133 wherein the 
predetermined condition based on which the online 
auction is terminated con^rises an occurrence of an 
auction termination time. 


See Claim 44 supra. 






1 39. The method of claim 1 33 wherein 
receiving information from a seller ftirther 
comprises receiving a reserve price for the item to 
be auctioned. 


See Claim 18 supra. 






140. The method of claim 139 wherein the 
predetermined condition based on which the online 
auction is terminated comprises an occurrence of 
the reserve price being met. 


See Claim 18 supra. 






141. The method of claim 134 wherein 
notifying the winning buyer comprises sending the 
winning buyer an e-mail message. 


See Claim 134 supra. 






142, The method of claim 133 further 
comprising notifying the seller of an outcome of the 
online auction. 


See Claim 134 supra. 






1 43 . The method of claim 1 42 wherein 
notifying the seller comprises sending the seller an 
e-mail message. 


See Claim 134 supra. 






144. The method of claim 143 wherein the 
seller is notified of the winning buyer's identity. 


ACSN— which was often a seller of its own goods in its 
online auctions — was notified of all participants ' identities, 
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including winning buyers 
ACSN— Advertisement: "NAME 
ACSN— Blankley (26:6-13) 

Q Sir, I'd like to talk now about what information 
you've collected from these people that wanted to register on- 
line. 

A We collected their name - the full name, by the way 
~ date of birth, mother's maiden name, Social Security 
number, credit card number. There was one or two - oh, 
desired password was one. And there was one or two others. 






145. The method of claim 133 wherein 
receiving information from the seller of the item to 
be auctioned further comprises receiving input 
relating to an advertisement for the item. 


See Claim 82 supra. 






196. The method of claim 133 wherein the 
received auction scheduling input relates to an 
auction duration. 


See Claim 148 supra. 






197. The method of claim 133 wherein the 
received auction scheduling input relates to one or 
both of an auction starting time and an auction 
ending time. 


See Claim 148 supra. 






198. The method of claim 133 wherein the 
received auction scheduling input comprises an 
indication that the auction is to be started 
immediately. 


See Claim 1 50 supra. 






199. The method of claim 133 wherein the 
received auction scheduling input consists of an 
indication that the auction is to be started 
immediately. 


See Claim 1 50 supra. 






200. The method of claim 133 wherein the 
received auction scheduling input comprises an 
indication that the auction is to be invoked by the 
seller manually. 


See Claim 150 supra. 






20 1 . The method of claim 133 wherein the 
received auction scheduling input comprises an 
indication that the auction is to be initiated at a 
future time. 


See Claim 148 supra. 






210. The method of claim 133 wherein the 
predetermined condition is defined at least in part 
by the received auction scheduling input. 


See Claim 44 supra. 






146. A computer-implemented method of 
facilitating Internet-based electronic auctions, 
the method comprising: 


See Claim 1 1 [a] supra. 



40 



Serial No. 09/253,014 



Protest Under 37 C.F.R. §1.291 

APPENDIX I 



1 «Q)fl<0^o(aL£WR II 


IRmsis^ II 


receiving information via the Internet from 
sellers of items to be auctioned, each seller 
providing 


See Claim 1 1 [b] supra. 


(i) information describing an item to be 
auctioned and designating an item category and 
an item subcategory selected by the seller from a 
list of item categories and subcategories, and 


See Claim 1 1 [c] supra. 


(ii) input relating to scheduling an auction for the 
item; 


See Claim 1 1 [d] supra. 


storing at least a portion of the received 
information in a database of information relating 
to items to be auctioned; 


See Claim 43 [b] supra. 


displaying the list of item categories and 
subcategories via the Internet to a plurality of 
potential buyers, 


See Claim 1 1 [e] supra. 


each potential buyer being able to browse the 
item categories and subcategories selectively to 
search for a desired item offered for auction; and 


See Claim 80 supra. 


for each item to be auctioned: (i) mapping the 
received information stored in the database 
corresponding to the item into a presentation 
format that includes the identifying information 
and the item category provided by the item's 
seller; (ii) displaying the presentation format to a 
plurality of buyers; 


See Claim 1 1 [e] supra. 


(iii) based at least in part of the received auction 
scheduling input, conducting an online auction 
for the item 


See Claim 1 1 [f] supra. 


including receiving bids on the item from one or 
more of the plurality of buyers; and 


See Claim 1 1 [g] supra. 


(iv) terminating the online auction of the item 
based on a predetermined condition. 


See Claim 21 [b] supra. 






202. The method of claim 146 wherein the 
received auction scheduling input relates to an 
auction duration. 


See Claim 148 supra. 






203. The method of claim 146 wherein the 
received auction scheduling input relates to one or 
both of an auction starting time and an auction 
ending time. 


See Claim 148 supra. 






204. The method of claim 146 wherein the 
received auction scheduling input con^rises an 
indication that the auction is to be started 
immediately. 


See Claim 1 50 supra. 






205. The method of claim 146 wherein the 
received auction scheduling input consists of an 
indication that the auction is to be started 
immediately. 


See Claim 150 supra. 






206. The method of claim 146 wherein the 
received auction scheduling input comprises an 


See Claim 150 supra. 
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indication that the auction is to be invoked by the 
seller manually. 








207. The method of claim 146 wherein the 
received auction scheduling input comprises an 
indication that the auction is to be initiated at a 
future time. 


See Claim 148 supra. 






211. The method of claim 146 wherein the 
predetermined condition is defined at least in part 
by the received auction scheduling input. 


See Claim 44 supra. 






212. A computer-implemented method of 
facilitating Internet-based auctions, the method 
comprising: 


See Claim 1 1 [a] supra. 


receiving input from a seller of an item to be 
auctioned, the received input including an 
identification of the item to be auctioned and 


See Claim 1 1 [b] supra. 


input relating to scheduling an auction for the 
item; and 


See Claim 1 1 [d] supra. 


initiating an online auction for the item based at 
least in part on the auction scheduling input 
received from the seller. 


See Claim 1 1 [f] supra. 






213. The method of claim 212 wherein the 
received auction scheduling input relates to an 
auction duration. 


See Claim 148 supra. 






214. The method of claim 212 wherein the 
received auction scheduling input relates to one or 
both of an auction starting time and an auction 
ending time. 


See Claim 148 supra. 






215. The method of claim 212 wherein the 
received auction scheduling input comprises an 
indication that the auction is to be started 
immediately. 


See Claim 150 supra. 






216. The method of claim 212 wherein the 
received auction scheduling input consists of an 
indication to be started immediately. 


See Claim 150 supra. 






217. The method of claim 212 wherein the 
received auction scheduling input comprises an 
indication that the auction is to be invoked by the 
seller manually. 


See Claim 150 supra. 






218. The method of claim 212 wherein the 
received auction scheduling input comprises an 
indication that the auction is to be initiated at a 
future time. 


See Claim 148 supra. 
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11. [a] A computer- 
implemented method for 
conducting auctions on the 
internet, the method 
comprising: 



The Compulatelist describes a computer-implemented method for conducting 
mail-bid stamp auctions in which bidders could participate from remote 
locations without the need to travel to an auction site. The auctioneer 
managed administrative tasks with a computer and database to ''fully 
automate the entire auction process, from accepting material on consignment 
to awarding lots to successful bidders. " Exh. A, No. 23 at 4-5. 

Although the auction-related communications in the Compulatelist were 
conducted by regular mail rather than the Internet, it would have been obvious 
to one of skill in the art to utilize the Internet instead of regular mail to manage 
these communications. One skilled in the art would have been motivated to 
modify a mail bid auction for operation on the Internet by The Compulatelist 's 
explanation of the inefficiencies of using regular mail: 

• "In the past 5 years, the auction has climbed from about 75-100 lots 
every two months to around 350-400 lots. As you can imagine this has 
greatly taxed my spare time. " Exh. A, No. 23 at JO; 

• "Because of publication deadlines, bids will not arrive for at least three 
months after I have sent the auction listing to the publisher. " Exh. A, 
No. 23 atW-U. 

Indeed, contemporaneous postings on the USENET stamp-collecting 
newsgroup, rec.collecting.stamps, confirm this motivation and demonstrate 
that stamp collectors had recognized the benefits of and were already 
conducting, Internet and web-based auctions: 

• "I would like to suggest that a WWW page would be the ideal venue for 
an auction ... a stamp auction was recently held on a WWW page ... it 
was an excellent format for conducting the auction (even though none of 
my bids were successful ;-{). I see no reason why it shouldn't be the 
standard for auctions in the future. ... The auction pages are still active 
(http://kbt. com/auction/) . Exh. A, No. 20. 

The Compulatelist^ at 10: "I have been Auction Manager for Sports 
Philatelists International since 1988. In that time I have been responsible for 
the complete production of a sports-related philatelic mail bid sale every two 
months. . . . Without the computer this would have almost been impossible ^ 

Secondary References / Knowledge of Those in the Art 



rec.collecting.stamps — Exh. A, No. 20: "I would like to suggest that a WWW 
page would be the ideal venue for an auction with a e-mail backup for those 
who can't access the Web ... a stamp auction was recently held on a WWW 
page. It was set up by Brendan Boelke and I think it was an excellent format 
for conducting the auction (even though none of my bids were successful ;-{). I 
see no reason why it shouldn't be the standard for auctions in the future. ... The 
auction pages are still active ( http://kbt.com/auction/") . If you've got WWW 
access, check it out. Just my $0.02 worth." 

reccollecting.stamps — Exh. A, No. 22: "I would like to thank all of you who 
have stopped by to take a look at the auction pages I put up on the WWW. The 
number of people bidding has been more than I expected, and there have been 
a few wars going on for a couple of lots!" 



' The Compulatelist is attached to this Protest as Exhibit A, No. 23. 
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[b] receiving at a 
communication handler 
program executing on a host 
computer information from a 
seller corresponding to an item 
for auction, the information 
received from the seller 
including 


The Compulatelist described receiving information from sellers corresponding 
to items they were consigning for auction which the auctioneer entered into a 
database on the auction 's host computer. Although the seller provided such 
information by regular mail, as explained above in connection with claim I J, 
element [a] it would have been obvious to one skilled in the art to replace 
regular mail with Internet communications. 

One skilled in the art would have been motivated to receive the item 
information from sellers electronically at a "communication handler 
program*' on the host computer to reduce the inefficiency of the auction 
operator having to enter the information into a database manually. See, e.g., 
The Compulatelist at 10 (''"In the past 5 years, the auction has climbed from 
about 75-100 lots every two months to around 350-400 lots. As you can 
imagine this has greatly taxed my spare time. Indeed, postings by collectors 
on rec.collecting.stamps confirm those in the art were so motivated: "What 
would be really nice would be a "bid-broker" software ... [where] A seller 
sends his description, reserve price, cut-off-date, etc to the BidBroker. " Exh. 
A, No. J I. 

Moreover, rec.collecting.stamps was replete with online auctions where sellers 
conducted auctions of their own items. The online display of item information 
in these auctions necessarily required that the information be received from the 
seller at the host computer through some form of "communication handler 
program. " 

Information from participant-sellers 
The Compulatelist at 10: "When consignors begin to send material to me for 


Auction number xx, I create a database named 'Auction xx' in which I have the 
following fields ... The Abb field contains either MB (minimum bid) or EST 
(estimate) as the consignor desires." 

Secondary References / Knowledge of Those in the Art 

rec.collecting,stamps — Exh. A, No. 11: "What would be really nice would be 
a "bid-broker" software. It mieht work something like this: ... 2. A seller sends 
his description, reserve price, cut-off-date, etc to the BidBroker." 


Information from Auction-operator selling his own good 
reccollecting.stamps — Exh. Ay No. 21: "Other Auction rule suggestions. ... 
Seller describes lot specifies minimum bid. Bidders email bids. Seller posts 


follow up next day with name of highest bidder and what they bid. ..." 

reccollecting.stamps — Exh. A, No. 21: "I guess Til try this too. I had posted 
this item for sale, but got no responses, perhaps because I never gave an idea of 
what I wanted for it: LOT #2: France. Scott #37. F-VF Used. Scott Catalog 
Value is $600. Minimum bid is 10% of Scott, or $60. Will also sell to highest 
bidder by July 1." 

reccollecting.stamps — Exh. A, No. 24: 
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I've decided to get in the act!! Thio mini auction will have the uaual 
OHCB TWICE SOLD format that ever^>ody seems to use. Korrsal terms, 
shipping extra at .75 a book. I reserve the right to yank anything. 
Don't think that'll be necessary.. Minimum raise .50, please. All books 
are PIKST FRIHTINQS, and are NM/M condition. Please reply to 
harry. bromogaquatic. shore. net, HARRY BROHH, or hare. 



LOT 


DESCRIPTION 


BID & 


STATUS BIDDBR 


1 


Lady Death # 1 


27.00 


Brian Depardo PEHDZKC3 


3 


Lady Death 9 2 


10.00 


Oeof R. Mason OKCE 


3 


Lady Death # 3 


6.00 


Hike D'Arezzo •SOLD* 


4 


Lady Death, Swimsuit iss. 


6.00 


Mike D'Arezzo *SOLD* 


5 


Shi # 1 


7.50 


John Lundy *SOLD* 


6 


Shi » 2 


5.50 


John Lundy *SOIiD* 



[c] (i) a designation of a 
category, selected from a list of 
categories, under which the item 
for auction is to be listed, and 



The Compulatelist expressly describes organizing items by category and sub- 
category. Although the auction operator apparently made this designation 
when entering item information received by mail into the database, as 
explained above in connection with Claim I /, element [b] it would have been 
obvious to one skilled in the art to replace the regular mail submission of item 
information with Internet communications. One of ordinary skill in the art 
would have been motivated to require sellers to include a designation of 
categories and sub-categories with other item information by The 
Compulatelist 's express disclosure of the importance of categories to stamp 
collectors. *' Because our SPI members often have very specialized interests 
this [categorization] makes it easier for them to find material they might find 
useful to add to their collections. " The Compulatelist at 10. 

Compulatelist at 10: "When consignors send material to me for Auction 
number xx, I create a database named 'Auction xx' in which I have the 
following fields: Lot #, Type (e.g., PMK, Meter...) ... In Fields labeled Des 
A, Des B, Des C, and Des D, I enter a description of the material beginning 
with a sports category such as 'Archery' or 'Olympics 1980 (Winter).' This 
allows me later to alphabetize the Des A category so that all the Archery 
material is numbered consecutively, etc." See also, Figure 3 at 1 1. 

Compulatelist at 5: "The categories I mentioned are an interesting feature. 
Prior to entering lot information you can create a category table. You are 
permitted a major category heading such as Stampless Covers; a description, 
Ohio, and sub-jgroups such as Montgomery County. The category number you 
assign will determine the order that these appear in the auction catalog printout. 
... When lot information is entered you can also provide keywords. This 
enables the program to create an index in the auction catalog which lists lots by 
collecting interest or specialty."" 



[d] (ii) input relating to 
scheduling an auction for the 
item; 



The Compulatelist describes conducting regularly scheduled auctions in which 
sellers can submit their items for auction. Because sellers could select in 
which auction they wanted to list their items in, they inherently provided some 
input relating to scheduling an auction for their item. 

Although, The Compulatelist describes receiving information from sellers by 
regular mail instead of over the Internet, as explained above in connection 
with Claim II, elements [a, b], it would have been obvious to one skilled in the 
art to replace regular mail with Internet communications. 

The utilization of Internet communications instead of receipt of item listings by 
regular mail and distribution of a series of hard copy catalogs provides the 
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clear benefit of enabling auctions for individual items to proceed on their own 
schedule as set by the seller. Such an approach provides sellers the benefit of 
being able to bring their item to market when they desire (i.e., to take 
advantage of increased interest during a scarcity of such items) rather than 
having to wait for a regularly scheduled auction as regular mail bid auctions 
require. Indeed, this was recognized by stamp collectors on 
rec.collecting.stamps. See Exh. A, No. II (''What would be really nice would 
be a "bid-broker" software ... [where] A seller sends his description, reserve 
price, cut'Off-date. etc to the BidBroker. *'). Similarlv. rec.collecting.stamps 
was replete with auctions in which — like the *014 application — the auction 
operators provided scheduling input for auctions of their own items. 

Scheduling input from participant-sellers 
The Compulatelist at 10: "I have been Auction Manager for Sports Philatelists 
International since 1988. In that time I have been responsible for the complete 
production of a sports-related philatelic mail bid sale everv two months. . . . 
When consisnors besin to send material to me for Auction number xx ..." 

Secondary References / Knowledge of Those in the Art 

rec, collecting, stamps — Exh. A, No. 11 "What would be really nice would be a 
"bid-broker" software. It mieht work somethine like this: ... 2. A seller sends 
his description, reserve price, cut-off-date, etc to the BidBroker." 

Scheduling input from operator selling his own good 
reccollecting.stamps — Exh. Ay No. 22: "I would like to thank all of you who 
have stopped by to take a look at the auction pages I put up on the WWW. . . . 
must a reminder that the Auction closes at midnight on April 8." 

reccollecting.stamps — Exh. A, No. 21: "I guess I'll try this too. I had posted 
this item for sale, but got no responses, perhaps because I never gave an idea of 
what I wanted for it: LOT #2: France. Scott #37. F-VF Used. Scott Catalog 
Value is $600. Minimum bid is 10% of Scott, or $60. Will also sell to highest 
bidder bvJulv 1." 


[e] processing at least a portion 
of the received information into 
a presentation format by a 
database-to-presentation format 
formatting program, the 
presentation format including 
an indication of the category of 
the item for auction; 


The Compulatelist describes using the host computer to process item 
information stored in the database into a presentation format that includes an 
indication of category for preparation of an auction catalog. 

Compulatelist at 10: "This allows me later to alphabetize the Des A category 
so that all the Archery material is numbered consecutively, etc. Because our 
SPI members often have very specialized interests this makes it easier for them 
to find material they might find useful to add to their collections. When all the 
material has arrived and I have keyboarded the descriptions ... I set up a Print 
Report using the database information. This serves two purposes ... 2) export 
of the information to the word processor. ... When I am within Microsoft 
Works I can manipulate the type of font I wish to use ... At this time I also 
check the document to make sure that page breaks don't occur in the middle of 
lot description." 

Compulatelist at 5: "The program will prepare the final auction catalog - 
perhaps one of its better features. . . . You are permitted a major cateeorv 
heading such as Stampless Covers; a description, Ohio, and sub-groups such as 
Montgomery County. The category number you assign will determine the 
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order that these appear in the auction catalog printout. . . . When lot information 
is entered you can also provide keywords. This enables the program to create 
an index in the auction catalog which lists lots by collecting interest or 
specialty." 


[f] based at least in part on the 
received auction scheduling 
input, conducting an auction for 
the item over the Internet by 


See Claim 1 1 [d] supra. 


presenting the presentation 
format to a plurality of potential 
bidders; 


As explained above in connection with Claim I J, element fe]. The 
Compulatelist describes presenting item information from the auction database 
to potential bidders in a presentation format. Although, this presentation 
format was in the form of a hard copy catalog and not ''over the Internet, " as 
explained above in connection with Claim 11, elements fa, b] it would have 
been obvious to replace such hard copy communications with electronic 
distribution over the Internet, This is particularly true for presentation of 
auction items to bidders, as it would save the auctioneer the cost and time of 
publishing and mailing multiple copies of such catalogs. 


[g] receiving at the host 
computer at least, one bid on 
the auctioned item from a 
bidder; and 


The Compulatelist describes receiving bids for auctioned items that are stored 
in the auctioneer's host computer. Although, these bids were transmitted by 
regular mail and not directly received "at the host computer, " as explained 
above in connection with Claim II, elements [a, b], it would have been 
obvious to replace such hard copy communications with the receipt of bids 
over the Internet. Indeed, one skilled in the art would have been motivated to 
do so by the Compulatelist 's express description of the inefficiency of the 
regular mail process: "Because of publication deadlines, bids will not arrive 
for at least three months after I have sent the auction listing to the publisher. " 
The Compulatelist at lO-II. 

The Compulatelist at 11: "Nevertheless, when bids begin to arrive, I can use 
the original database to keep track of bids and bidders. Most of the fields in 
the original database are deleted and the Database is renamed Auction xx Bids. 
This leaves only Lot #, Minimum Bid, Owner and Auction # as fields. To 
these fields I add new fields: High Bid, High Bidder and seven other fields to 
allow for bidders who are not the high bidders (fig. 4)." 


[h] receiving at a host computer 
payment information from the 
bidder. 


The Compulatelist describes receiving payment information from bidders and 
storing it in the host computer's database. Although, it is vague as to whether 
this information is received directly at the host computer, as explained above 
in connection with Claim II, element [a] it would have been obvious to one 
skilled in the art to receive such information electronically to reduce delays in 
collecting payment for items and commissions and lessen the demands on the 
auctioneer. 

The Compulatelist at 5: "The program will ... generate invoices and will 
track customer payment history, credit, etc. All the features you would expect 
to find in any program which maintains a database of customers and accoimts 
are present." 






12. The method of claim 1 1 
further conprising: passing the 
received payment information 


The Compulatelist describes clearing payment for items and commissions in 
the form of checks delivered by regular mail. As explained in section II, F, of 
this Protest, the inherent inefficiencies associated with such an approach 
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from a host computer to an 
external clearinghouse; and 
receiving at a host computer a 
response from the external 
clearinghouse that payment has 
cleared. 


would have motivated one skilled in the art to utilize any one of a number of 
forms of electronic payment (e.g., credit card processing, funds transfer, 
credit/debit accounts, clearinghouses, e-money) in an electronic auction. As 
the '014 application correctly concedes, each of these techniques was ''well 
known " by skilled artisans who "understood*' how to incorporate any of them 
in an electronic auction. 






13. The method of claim 1 1 
wherein the database-to- 
presentation formatting program 
comprises a database-to- 
worldwide web mapping module. 


As explained above in connection with Claim 11, element [e], the 
Compulatelist describes using a ''database-to-presentation*' formatting 
program to prepare auction catalogs. Although this program was not a 
"database-to-worldwide web mapping" program, as explained above in 
connection with Claim J I, element [a], it would have been obvious to one 
skilled in the art to replace such hard copy communications with distribution 
over the Internet or Worldwide Web. Moreover, rec.collecting.stamps 
provided express motivation to utilized the worldwide web: "I would like to 
suggest that a WWW page would be the ideal venue for an auction ... a stamp 
auction was recently held on a WWW page. ... I see no reason why it shouldn't 
be the standard for auctions in the future. *' Exh. A, No. 20. The display of 
information from a database on a Worldwide Web page necessarily requires 
the use of a "database-to-worldwide web mapping module. " Moreover, the 
display of information over the worldwide web necessarily utilizes a markup 
language — HTML. 






14. The method of claim 1 1 
fiu-ther con^rising: receiving 
payment information from the 
bidder via a worldwide web page 
server executing on the host 
computer. 


See Claims ll[h], 13 supra. 






1 5 . The method of claim 1 1 
fiirther comprising: processing the 
received payment information 
with a transaction processor to 
debit an account identified by the 
payment information. 


The Compulatelist describes clearing payment for items and commissions in 
the form of checks delivered by regular mail. As explained in section 11. F. of 
this Protest, the inherent inefficiencies associated with such an approach 
would have motivated one skilled in the art to utilize any one of a number of 
forms of electronic payment (e.g., credit card processing, funds transfer, 
credit/debit accounts, clearinghouses, e-money) in an electronic auction. As 
the '014 application correctly concedes, each of these techniques was "well 
known'* by skilled artisans who "understood" how to incorporate any of them 
in an electronic auction. 






1 6. The method of claim 1 1 
fiirther con:^}rising: associating 
the payment information with the 
bid received from the bidder. 


The Compulatelist describes associating a winning bidder's payment 
information with their bid, explaining that "fajs payment for auction lots 
begins to come in, I enter the winning bidders and amount owed in a 
spreadsheet titled Auction xx $$ ... [so] I can always have a current 
accounting of the auction." The Compulatelist at I J. Moreover, The 
Compulatelist 's description of "trackfingj customer payment history [and] 
credit" necessarily requires associating a bidder's payment information with 
their bids. 

The Compulatelist at 5: "The program will ... generate invoices and will 
track customer pavment historv. credit, etc. All the features vou would expect 
to find in any program which maintains a database of customers and accoimts 
are present." 
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The Compulatelist at 11: "As payment for auction lots begins to come in, I 
enter the winning bidders and amount owed into a spreadsheet titled Auction 
XX $$ along with information on consignors, etc. Some are charged 10 percent 
commission while others (non-SPI members) are charged 15 percent 
commission. All of this information is set up in such a way that I can always 
have a current accounting of the auction." 






17. The method of claim 1 1 
wherein the payment information 
identifies a credit card account. 


The Compulatelist describes clearing payment for items and commissions in 
the form of checks delivered by regular mail. As explained in section II. F. of 
this Protest, the inherent inefficiencies associated with such an approach 
would have motivated one skilled in the art to utilize any one of a number of 
forms of electronic payment (e.g., credit card processing, funds transfer, 
credit/debit accounts, clearinghouses, e-money) in an electronic auction. As 
the '014 application correctly concedes, each of these techniques was "well 
known" by skilled artisans who "understood*' how to incorporate any of them 
in an electronic auction. 






1 8 . The method of claim 1 1 
wherein the information received 
from the seller includes a price for 
the auction item. 


The Compulatelist describes receiving a "minimum bid'' or "estimate" price 
from sellers. Moreover, the benefits of using a seller-specified reserve price 
was widely known in the auction arts: "The live-auction process works well 
when combined with the use of a reserve price establishing the minimum 
amount acceptable to the seller. This device protects the seller from having to 
'give away' assets at unrealistically low bids, increasing the average selling 
price to all sellers over time. " Exh. A, No. 18 at at 97-98. One skilled in the 
art would have been motivated to use such reserve prices to increase the sales 
prices and resulting commissions discussed in The Compulatelist. Indeed, the 
use of reserve prices was widely known as demonstrated by a number of 
rec. collecting. stamps postings. 

The Compulatelist at 10: "The Abb field contains either MB (minimum bid) 
or EST (estimate) as the consignor desires." 

Secondary References / Knowledge of Those in the Art 

reccollectingMamps — Exh, Ay No, 21: "If no bids follow after than mark lot 
sold. So if no one bid your reserve price, in three days, that lot would be sold 
back to you sorta. " 

reccollecting.stamps — Exh, A, No, 21: "I think it should be good practice to 
state a reserve (you can always say it is $0!)" 

rec,collecting,stamps — Exh, Ay No, 11: "A seller sends his description, 
reserve price, cut-off-date, etc to the BidBroker." 






19. The method of claim 1 1 
wherein the presentation format 
comprises a hypertext markup 
language format. 


See Claim 13 supra. 






147. The method of claim 1 1 
or 26 wherein the conmiunication 
handler program comprises a 
Unix daemon. 


The Compulatelist described the use of a host computer and database to "fully 
automate the entire auction process, from accepting material on consignment 
to awarding lots to successful bidders. " The Compulatelist at 4-5. Although 
the Compulatelist did not discuss using a Unix daemon because its 
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communications were conducted by regular mail, as explained above in 
connection with Claim J I, element [a], it would have been obvious to replace 
these communications with Internet distribution, 

Internet communications necessarily involve some form of "daemon, " which is 
simply a software "process that runs in the background and performs a 
specified operation at predefined times or in response to certain events." 
Moreover, it was well known in the art that Internet communications and 
auction could be implemented using any operating system, including UNIX. 
See, e.g., Exh, A., No. 6: "An EIT developer, Eric Rescorla, implemented the 
auction application using the company's ServiceMail public domain toolkit, 
Tenenbaum said. ServiceMail transforms UNIX applications into network 
service via E-mail, he said. " 

Secondary References / Knowledge of Those in the Art 

http://www.webopedia.com/TERM/d/daemon.htinl^ 

''daemon: A process that runs in the background and performs a specified 
operation at predefined times or in response to certain events. The term 
daemon is a UNIX term, though many other operating systems provide support 
for daemons . . . Typical daemon processes include print spoolers, e-mail 
handlers, and other programs that perform administrative tasks for the 
operating system. 






148. The method of claim 1 1 
wherein the received auction 
scheduling input relates to an 
auction duration. 


The Compulatelist describes conducting regularly scheduled auctions in which 
sellers can submit their items for auction. Because sellers could select which 
auction they wanted to list their items in, they inherently provided some input 
relating to scheduling an auction for their item. Although The Compulatelist is 
vague as to scheduling input relating to auction duration, it was well known in 
the art — as evidenced by a host of rec.collecting.stamps postings— for sellers to 
provide scheduling input relating to auction duration in online 
implementations of mail bid auctions such as those described in the 
Compulatelist, the benefits of which are explained above in connection with 
Claim II, elements [a, dj. 

Secondary References / Knowledge of Those in the Art 

Scheduling input from participant-sellers 
reccollecting.stamps — Exh. A, No. 11: "What would be really nice would be 
a "bid-broker" software. It might work something like this: 2. A seller sends his 
description, reserve price, cut-off-date, etc to the BidBroker. 4. On the cut- 
off-date, the BidBroker determines the winnins^ bidder and the winning price 
(realisation) and forwards this info to the seller and the winning bidder." 

INPUT FROM Auction-operator selling his own good 
reccollecting.stamps — Exh. A, No. 22: "I would like to thank all of you who 
have stopped by to take a look at the auction pages I put up on the WWW. . . . 
[J]ust a reminder that the Auction closes at midnight on April 5." 

reccollecting.stamps — Exh. A, No. 21: "I guess Til try this too. I had posted 
this item for sale, but got no responses, perhaps because I never gave an idea of 
what I wanted for it: LOT #2: France. Scott #37. F-VF Used. Scott Catalog 



^ Attached to this Protest as Exh. A, No. 16. 
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Value is $600. Minimum bid is 10% of Scott, or $60. Will also sell to highest 
bidder bvJulvir 






149. The method of claim 1 1 
wherein the received auction 
scheduling input relates to one or 
both of an auction starting time 
and an auction ending time. 


See Claim 148 supra. 






150. The method of claim 1 1 
wherein the received auction 
scheduling input comprises an 
indication that the auction is to be 
started immediately. 


The Compulatelist discloses conducting regularly scheduled auctions among 
which a seller may select an auction to enter their items. Although The 
Compulatelist does not expressly describe a seller designating that an auction 
is to start immediately or be manually invoked, as discussed above in 
connection with Claim J J, elements fa, b] one skilled in the art would be 
motivated to implement the mail bid auctions of The Compulatelist online. 

The utilization of Internet communications instead of receipt of item listings by 
regular mail and distribution of a series of hard copy catalogs provides the 
clear benefit of enabling auctions for individual items to proceed on their own 
schedule as set by the seller. Thus, a seller need not wait for a regularly 
scheduled auction, but rather could bring their item to market when they desire 
(i.e., to take advantage of increased interest during a scarcity of such items) 
and manually invoke an immediate start of the auction of their items as online. 

Moreover, where a seller conducts an auction of their own goods — as 
described in the '014 application and a number of recxollectingstamps 
postings — the auction-operator/seller customarily manually invoked the start 
of an auction immediately upon posting their auction. 

Secondary References / Knowledge of Those in the Art 

Participant Sellers 
reccollecting.stamps — Exh. A, No. 21 1 "There is card auction going on every 
day of the week." 

rec.collecting,stamps — Exh, A, No, 11: "What would be really nice would be 
a "bid-broker" software. It might work something like this: ... 2. A seller sends 
his description, reserve price, cut-off-date, etc to the BidBroker." 

Sellers Conducting their own auction 
rec,collecting,stamps — Exh, A* No, 21:: " 77/ try one rizht here - LOT #1 
Scott #477 Italy 100 Lire - VF NH Condition Scott Catalog Value for NH is 
$400. Will sell to highest bidder by July 1, 1994. Just place your bids right here 
(I hope this works) this is a really nice stamp." 

rec,collecting,stamps — Exh, Ay No, 24: 
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I've decided to get ia the accti This mini auction will have the uBtial 
OHCB TWICE SOLD format that everybody seems to use. Donnal terms, 
shipping extra at .75 a book. I reserve the ri^t to yank anything. 
Don't think that'll be necessary.. Kinimun raise .SO, please. All books 
are FIRST PIONTIIIGS, and are NM/M condition. Please reply to 
harry.brarwnAgaquatic.flhore.net, HARRY BROWS, or here. 

LOT DESCRIPTION BID 4 STATUS BIDDER 

1 Udy Death i 27.00 Brian Depardo PSNDIHO 

2 Lady Death « 2 10.00 Oeof R. Hason 05CE 

3 Lady Death « 3 6.00 Nike D'Aresto 'SOLD* 

4 Lady Death, Swimsuit iss. 6.00 Mike D'Arexzo *S0LD* 

5 Shi tt 1 7.50 John Lusdy *SOLD* 

6 Shi « 2 S.SO John Lundy *S0LD* 






151. The method of claim 1 1 
wherein the received auction 
scheduling input consists of an 
indication that the auction is to be 
started immediately. 


See Claim 150 supra. 






1 52. The method of claim 1 1 
wherein the received auction 
scheduling input conq^rises an 
indication that the auction is to be 
invoked by the seller manually. 


See Claim 150 supra. 






153. The method of claim 1 1 
wherein the received auction 
scheduling input conprises an 
indication that the auction is to be 
initiated at a future time. 


See Claim 148 supra. 






20. [a] A computer- 
implemented method of 
conducting auctions on the 
internet, the method 
comprising: 


See Claim 1 1 [a] supra. 


[b] receiving information about 
an item to be auctioned, the 
received information including 


See Claim 1 1 [b] supra. 


[c] (i) a designation of a 
category, selected from a list of 
categories, under which the item 
is to be auctioned, and 


See Claim 1 1 [c] supra. 


[d] (ii) input relating to 
scheduling an auction for the 
item; 


See Claim 1 1 [d] supra. 


[e] generating a tracking 
identifier to identify the item to 
be auctioned; 


The Compulatelist describes generating a tracking identifier of "lot number** 
to identify each item to be auctioned and storing that identifier in the item 's 
data record. As evidenced by a number of rec.coUecting.stamps postings, the 
use of lot numbers or other identifiers was customary practice in online 
auctions. Furthermore, it is inherent that some "tracking identifier" is 
generated within a database to distinguish among data records like those 
described for each item in The Compulatelist. 
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The Compulatelist at 5: "Assign lot numbers" 

The Compulatelist at 10: "When consignors begin to send material for 
Auction number xx, I create a database named 'Auction xx' in which I have the 
following fields: Lot #." 

Secondary References / Knowledge of Those in the Art 

reccollecting.stamps — Exh. A, No, 11: **What would be really nice would be 
a "bid-broker" software. It might work something like this: ... 2. A seller sends 
his description, reserve price, cut-off-date, etc to the BidBroker. 3. The 
BidBroker assisns a lot number to the description, and forwards it to the list of 
registered bidders." 

rec,collecting,stamps — Exh, A, No, 24: 

I've decided to get ia the act!! This mini auction will have the usual 
ONCE TWICE SOLD fonoat that eve^^ody seems to use. Noimal terms, 
shipping extra at .7S a book. I reserve the right to yank anything. 
Don't think that'll be necessary.. Hininum raise .50, please. All books 
are FIRST PRIWTHIGS, and are NM/M condition. Please reply to 
hany*browndgaquatic. shore. net, HARRY BROMK, or here. 

/ Wt\ DBSaiPTIOH BID & STATUS BIDDER 

1 Lady Death # 1 27.00 Brian Depardo PENDmo 

2 Lady Death « 2 10.00 Geof R. Mason 05CB 

3 Udy Death n 6.00 Mike D'Arezzo *SOLD* 

4 - Udy Death, Swimsuit iss. 6.00 Nike D'Arezzo *sm* 

5 Shi It 1 7.50 John Lundy 'SOLD* 
^6^ Shi 1 2 5.50 John Lundy -SOLD* 


[f| processing at least a portion 
of the received information to 
create a presentation format 
corresponding to the item to be 
auctioned, the presentation 
format including an indication 
of the category of the item to be 
auctioned; 


See Claim 1 1 [e] supra. 


[g] based at least in part on the 
received auction scheduling 
input, conducting an auction for 
the item over the Internet by 
presenting the presentation 
format to a plurality of internet 
participants; 


See Claim 1 1 [f] supra. 


[h] receiving at least one bid for 
the item from at least one 
internet participant; 


See Claim 1 1 [g] supra. 


[i] providing to the internet 
participant instructions for 
sending payment information to 
pay for the auctioned item. 


The Compulatelist describes providing payment instructions for sending 
payment information in the form of automatically generated invoices. Indeed, 
to receive payment, some instructions must be provided regarding where and 
how to send payment either before the auction or when the winning bidder is 
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notified. 

Although Claim 20 does not require such instructions be provided 
electronically, as demonstrated by rec.collecting.stamps postings, it was well 
known that such instructions would be provided electronically in online 
implementations of mail bid auctions. 

The Compulatelist at 5: "The program . . . will generate invoices and will track 
customer payment history. . . 

The Compulatelist at 11: "As payment for auction lots begins to come in. . ." 
^ppnisjnARv RppPRPMPPQ / l^iMnwT pnnP hp Thoqp rw thp Art 

reccollecting.stamps E 0295165-66: . .Payment must be in check in US 
dollars drawn on a US bank (can be purchased from most banks around the 
world)..." 






21. [a] The method of claim 20 
wherein conducting an auction for 
the item comprises opening an 
auction process to participants on 
the internet; and 


See Claim 1 1 [a] supra. 


[b] further comprising 
automatically closing the auction 
process to the internet participants 
based on a predetermined 
condition. 


The Compulatelist describes closing auctions pursuant to predetermined rules 
established for those auctions. Indeed, all auctions are closed based on a 
predetermined condition, be it reaching an end time, passage of a period of 
time without a higher bid, the seller's acceptance of a bid, or reaching a 
particular price. 

Although The Compulatelist describes conducting auction-related 
communications by regular mail, as explained above in connection with claim 
J J, element [a] above it would have been obvious to implement such 
communications over the Internet. As a number of postings on 
rec.collecting.stamps demonstrate, it was well known in the art that electronic 
auctions — like all other auctions — must be closed to participants based on a 
predetermined condition. 

Compulatelist at 10, 11: "At this time, I copy an auction ten^late to the 
beginning of each listing. This template lists the auction rules. . ."; "As soon as 
the auction closes 

Secondary References / Knowledge of Those in the Art 

reccollecting.stamps — Exh, A, No. 22: "I would like to thank all of you who 
have stopped by to take a look at the auction pages I put up on the WWW. . . . 
[J]ust a reminder that the Auction closes at midnight on April 8. 

reccollecting.stamps — Exh, A, No, 21: "Any day when there is no new bids, 
seller marks lot as 'going once', when there are two consecutive days with out 
any action on a lot, seller posts 'going twice'. If no bids follow after than mark 
lot sold. " 

rec,collecting,stamps — Exh. A, No. 11: "What would be really nice would be 
a "bid-broker" software. It might work something like this: ... A. On the cut- 
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off-date, the BidBroker determines the winning bidder and the winning price 
(realisation) and forwards this info to the seller and the winning bidder." 






22. The method of claim 20 
further comprising: receiving the 
bid for the auctioned item via a 
world wide web page server 
interface. 


See Claim 13 supra. 






23. The method of claim 20 
further conqjrising: receiving 
payment information fi:om the 
participant, the payment 
information being associated with 
the bid. 


See Claim 16 supra. 






24. The method of claim 20 
further con^rising: receiving 
from the participant payment 
information identifying a credit 
card account, 


See Claim 17 supra. 


passing the credit cart account 
information to a clearinghouse 
and receiving authorization firom 
the clearinghouse that payment 
with the credit card has cleared. 


See Claim 12 supra. 






25. [a] The method of claim 20 
further conq)rising: receiving 
pajmient information from the 
participant. 


See Claim 1 1 [h] supra. 


[b] clearing the payment 
information, and 


The Compulatelist describes clearing payment for items and commissions in 
the form of checks delivered by regular mail. As explained in section 11. F. of 
this Protest, the inherent inefficiencies associated with such an approach 
would have motivated one skilled in the art to utilize any one of a number of 
forms of electronic payment (e.g., credit card processing, funds transfer, 
credit/debit accounts, clearinghouses, e-money) in an electronic auction. As 
the VI 4 application correctly concedes, each of these techniques was "well 
known" by skilled artisans who "understood" how to incorporate any of them 
in an electronic auction. 


[c] transferring legal ownership of 
the item to the participant. 


The Compulatelist, like the_ '014 application, describes sellers consigning their 
items to the auction operator who ships the item to the winning bidder. This 
physical shipment of a good to a buyer transfers legal ownership of that item — 
absent some contrary agreement — as a matter of law. Section 2-401 of the 
Uniform Commercial Code (UCC), which governs transactions in the sales of 
goods, provides: "Unless otherwise explicitly agreed title passes to the buyer 
at the time and place at which the seller completes his performance with 
respect to physical delivery of the goods. " UCC § 2-401 (2). Thus, a seller 
shipping a good in an auction he or she conducted transfers ownership of that 
good. 

Similarly, an auction system 's shipment of a good consigned to it by a seller 
transfers legal ownership of that good: "Any entrusting possession of goods to 
a merchant who deals in goods of that kind gives him power to transfer all 
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rights of the entruster to a buyer in the ordinary course of business. UCC § 
2-403 (2). Thus, by entrusting an offered good to an auctioneer which dealt 
such collectable items, a seller authorized the auctioneer to transfer legal 
ownership. See § 2-403 (3) ('''Entrusting' includes any delivery and 
acquiescence in retention of possession for the purpose of sale, obtaining 
offers to purchase, locating a buyer, or the like. "). 

The Compulatelist at 11: "It usually takes me about two weeks to completely 
package and send out the auction lots." 






1 54. The method of claim 20 
wherein the received auction 
scheduling input relates to an 
auction duration. 


See Claim 148 supra. 






1 55. The method of claim 20 
wherein the received auction 
scheduling input relates to one or 
both of an auction starting time 
and an auction ending time. 


See Claim 148 supra. 






1 56. The method of claim 20 
wherein the received auction 
scheduling input con^rises an 
indication that the auction is to be 
started immediately. 


See Claim 150 supra. 






157. The method of claim 20 
wherein the received auction 
scheduling input consists of an 
indication that the auction is to be 
started immediately. 


See Claim 150 supra. 






158. The method of claim 20 
wherein the received auction 
scheduling input comprises an 
indication that the auction is to be 
invoked by the seller manually. 


See Claim 150 supra. 






1 59. The method of claim 20 
wherein the received auction 
scheduling input conq^rises an 
uidication that the auction is to be 
initiated at a future time. 


See Claim 148 supra. 






208. The method of claim 21 
wherein the predetermined 

rrinHitiriTi ic Hf»fiTif*H nt lf»5ict in T\cirf 
\^\jn\j.iik\ju lo uvxiii^u ai XbdDi ill pail 

by the received auction 
scheduling input. 


As explained above in connection with Claim 21 [b], all auctions are closed 
based on a predetermined condition, be it reaching an end time, passage of a 

reaching a particular price. As explained in a number of rec.collecting.stamps 
postings, it was well known to terminate electronic auctions based on 
scheduling input (i.e., a cutoff date) provided by the seller. 

Secondary References / Knowledge of Those in the Art 
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reccollecting.stamps — Exh, A, No, 22: "I would like to thank all of you who 
have stopped by to take a look at the auction pages I put up on the WWW. . . . 
fJlust a reminder that the Auction closes at midnight on April 8. 

reccollecting.stamps — Exh, A, No, 11: "What would be really nice would be 
a "bid-broker" software. It mieht work something like this: ... 4. On the cut- 
off-date, the BidBroker determines the winning bidder and the winning price 
(realisation) and forwards this info to the seller and the winning bidder." 






33, A system for conducting 
auctions on the internet, the 
system comprising: 


See Claim 1 1 [a] supra. 


an auction item presentation 
means for presenting items for 
auction-to-auction participants 
connected via the internet, the 
auction item presentation means 
presenting items for auction 
arranged into item categories, 


See Claim 1 1 [e] supra. 


each item for auction being 
associated with an item category 
designated by a seller of the 
item to be auctioned; 


See Claim 1 1 [c] supra. 


an auction process means for 
executing an auction process for 
the item based at least in part 
on scheduling input received 
from the seller; 


See Claim 1 1 [f] supra. 


an auction bid recipient means 
for receiving, during the auction 
process, at least one bid for an 
item being presented by the 
auction item presentation 
means; and 


See Claim 1 1 [g] supra. 


payment recipient means for 
receiving payment information 
from a bidding participant. 


See Claim 1 1 [h] supra. 


the payment information 
corresponding to the item for 
which the bid was received. 


See Claim 16 supra. 






34. The system of claim 33 
further conqjrising payment 
verification means for passing 
received payment information to 
an external clearinghouse for 
verification. 


See Claim 12 supra. 






35. The system of claim 33 
wherein the auction item 
presentation means comprises a 
database-to-presentation 
formatting program for mapping 
information from a database into a 


See Claim 1 3 supra. 
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36. The system of claim 33 
further comprising: a transaction 
processor to debit an account 
identified by the payment 
information if the received bid is 
approved. 


See Claim 15 supra. 






37. The system of claim 33 
wherein the received payment 
information identifies a credit 
card. 


See Claim 17 supra. 






38. The system of claim 36 
wherein the payment information 
identifies a credit card and 


See Claim 17 supra. 


wherein the transaction processor 
charges the credit card for the 
payment associated with the 
approved bid. 


See Claim 15 supra. 






39. The system of claim 33 
wherein the auction item 
presentation means presents the 
auction item information as a 
markup language page. 


See Claim 13 supra. 






1 60. The system of claim 33 
wherein the received auction 
scheduling input relates to an 
auction duration. 


See Claim 148 supra. 






161. The system of claim 33 
wherein the received scheduling 
input relates to one or both of an 
auction starting time and an 
auction ending time. 


See Claim 148 supra. 






162. The system of claim 33 
wherein the received scheduling 
input comprises an indication that 
the auction process is to be started 
immediately. 


See Claim 150 supra. 






1 63. The system of claim 33 
wherein the received scheduling 
input consists of an indication that 
the auction process is to be started 
immediately. 


See Claim 150 supra. 






1 64. The system of claim 33 
wherein the received scheduling 
input comprises an indication that 


See Claim 150 supra. 
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the auction process is to be 
invoked by the seller manually. 








165. The system of claim 33 
wherein the received scheduling 
input comprises an indication that 
the auction process is to be 
initiated at a future time. 


See Claim 148 supra. 






40. [a] An auction participant 
system for enabling 
participation in an online 
auction conducted over a 
packet-switched network, the 

fiiirtinn nfirtiririfintc inrliifiiriQ 

sellers of items to be auctioned 
and bidders on the items to be 
auctioned, the system 
comprising: 


The Compulatelist describes a computer-implemented method for conducting 
mail-bid stamp auctions in which bidders could participate from remote 
locations without the need to travel to an auction site. Although the auctions 
were not conducted by regular mail, as explained above in connection with 
claim U, element [a], it would have been obvious to implement the mail bid 
ntiftinn^ dp^crihpd in thp C^nTitnii1n.fpli^f nvpr thp Jntpmpt or IVnrldwide Web — 
both of which inherently operate over a packet-switched network. " 

Secondary References / Knowledge of Those in the Art 

See http://computer,howstuffworks.com/router.htm/printable? ("Internet data, 
whether in the form of a Web page, a downloaded file or an e-mail message, 
travels over a system known as a packet-switching network.") 


[b] an auction item receiving 
means for receiving a page of 
information including one or 
more items available for 
auction, 


See Claim 1 1 [b] supra. 


[c] the received page of 
information including a 
designation of item categories 
with which the items for auction 
are associated, each seller 
designating an item category for 
that seller's item to be 
auctioned; 


See Claim 1 1 [c] supra. 


[d] an auction process means 
for executing an auction process 
corresponding to the item based 
at least in part on scheduling 
input received from the seller; 


See Claim 1 1 [f] supra. 


[e] an auction bid input means 
for inputting a bid for at least 
one of the items presented in the 
received page and for inputting 
payment information associated 
with the bid; and 


See Claim 1 1 [g, h] supra. 


[f] bid transmission means for 
transmitting the bid and 
payment information via the 
packet-switched network to a 
remote bid processor system. 


See Claim 1 1 [g] supra. 







^ Attached to this Protest as Exhibit A, No. 17. 
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4 1 . The system of claim 40 
wherein the received page 
comprises a markup language 
page and wherein tfie auction item 
receiving means conq)rises a web 
browser connected via the internet 
to a server at the remote bid 
processor system. 


See Claim 13 supra. 






42 . The system of claim 40 
wherein the payment information 
identifies a credit card provided 
by the auction participant to pay 
for the item in the amount of the 
bid. 


See Claim 1 7 supra. 






1 66. The system of claim 40 
wherein the received auction 
scheduling input relates to an 
auction duration. 


See Claim 148 supra. 






1 67. The system of claim 40 
wherein the received scheduling 
input relates to one or both of an 
auction starting time and an 
auction ending time. 


See Claim 148 supra. 






168. The system of claim 40 
wherein the received scheduling 
input comprises an indication that 
the auction process is to be started 
immediately. 


See Claim 150 supra. 






169. The system of claim 40 
wherein the received scheduling 
input consists of an indication that 
the auction process is to be started 
immediately. 


See Claim 150 supra. 






1 70. The system of claim 40 
wherein the received scheduling 
input comprises an indication that 
the auction process is to be 
invoked by the seller manually. 


See Claim 150 supra. 






171. The system of claim 40 
wherein the received scheduling 
input comprises an indication that 
the auction process is to be 
initiated at a future time. 


See Claim 148 supra. 






43. [a] A system for auctioning 
a uniquely identifled item over a 
packet-switched network, the 


See Claim 40[a] supra. 
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[b] a database of data records, 
each data record relating to an 
item and comprising an 
identifier to uniquely identify 
the item and 


The Compulatelist at 10: "When consignors begin to send material to me for 
Auction number xx, I create a database named 'Auction xx' in which I have the 
folloAving fields: Lot #, Type (e.g., PMK, Meter, **, U, etc.), Des A, Des B, 
Des C, Des D, Bid, Owner and Auction, as shown in Figxire 1 






Rccoid 274 of 284 (284 selected) 








#274 

Type: FDCV 

Des A: Teonis, Israel, 1987 Hapeol Games Stamps 
DesB: dedl^NalioodStan^ Exhibition cancel 
DesQ (14 Apr 87) and tennis seal of games 
Des D: addressed, cadteted 
Abb: MB 
Bid: 4.00 

Owner Sao Collector 
Auctioo: 46 








Fig. 1 Appleworks Database Record 




[c] an item category, designated 
by a seller of the item, under 
which the item is to be offered 
for auction; 


See Claim 1 1 [c] supra. 


[d] an auction system, 
accessible by a plurality of 
participants via the packet- 
switched network, that presents 
an item for auction by 
providing a mark-up language 
page of information 
corresponding to an item that is 
available for auction during a 
specified time, the mark-up 
language page of information 
including an indication of the 
item's category; 


See Claim 1 1 [e] supra. 


[e] wherein the auction system 
executes an auction process 
corresponding to the item based 
at least in part on scheduling 
input received from the seller of 
the item. 


See Claim 1 1 [f] supra. 


[f] receives bids from one or 
more of the participants over 
the packet-switched network 
and 


See Claim 1 1 [g] supra. 


[g] terminates the auction when 
one or more predetermined 
criteria are satisfied; and 


See Claim 21 [b] supra. 


[h] wherein the auction system 


See Claim 20 [i] supra. 
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transmits to a selected auction 
participant information about 
where the selected auction 
participant should submit 
payment information for the 
auctioned item. 








44. The system of claim 43 
wherein the auction system 
refuses to accept bids after the one 
or more predetermined criteria 
have been satisfied. 


See Claim 21 [b] supra. 






45 . The system of claim 43 
wherein the auction system 
comprises a web page server 
interface for receiving bids from 
auction participants connected to 
the auction system via the world 
wide web. 


See Claim 13 supra. 






46. The system of claim 43 
wherein the auction system 
receives payment information 
with each bid. 


As secure payment processing technology developed between the 
Compulatelist's publication in January 1993 at April 1995, it would have been 
obvious to one of skill in the art to receive and verify payment information with 
each bid, as such verification would enhance the auction-system *s integrity and 
ability to ensure payment could be collected without expensive and protracted 
efforts. 






47. The system of claim 46 
wherein the auction system 
receives payment information 
identifying a credit card account, 
and transmits the credit card 
account information to a remote 
verification system before 
processing the bid. 


See Claim 46 supra. 






48. The system of claim 47 
wherein the auction system selects 
a bid based on the one or more 
predetermined criteria, 


See Claim 44 supra. 


processes the credit card accoimt 
for the amount of the bid, and 


See Claim 15 supra. 


transfers legal ownership of the 
item to the participant that 
submitted the bid. 


See Claim 25 [c] supra. 






1 72 . The system of claim 43 
wherein the received auction 
scheduling input relates to an 
auction duration. 


See Claim 148 supra. 






173. The system of claim 43 
wherein the received scheduling 


See Claim 148 supra. 
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input relates to one or both of an 
auction starting time and an 
auction ending time. 








1 74. The system of claim 43 
wherein the received scheduling 
input comprises an indication that 
the auction process is to be started 
immediately. 


See Claim 150 supra. 






1 75 . The system of claim 43 
wherein the received scheduling 
input consists of an indication that 
the auction to be started 
immediately. 


See Claim 150 supra. 






1 76. The system of claim 43 
wherein the received scheduling 
input comprises an indication that 
the auction process is to be 
invoked by the seller manually. 


See Claim 150 supra. 






1 77. The system of claim 43 
wherein the received scheduling 
input comprises an indication that 
the auction process is to be 
initiated at a future time. 


See Claim 148 supra. 






1 89. The system of claim 43 
wherein the received scheduling 
input corrq)rises an indication that 
the auction process to be initiated 
at a future time. 


This claim is identical to Claim 177. 






209. The system of claim 43 
wherein the one or more 
predetermined criteria are defined 
at least in part by the received 
scheduling input. 


See Claim 44 supra. 






49. [a] An auction 
participation system, in 
communication with an auction 
processor that processes bids 
for items being auctioned, for 
enabling participation in an 
online auction over a packet- 
switched network the auction 
participation system 
comprising: 


See Claim 40 [a] supra. 


[b] an auction page recipient 
means that receives from a 
server at the auction processor a 
page containing information 


See Claim 1 1 [b] supra. 
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about at least one item being 
auctioned, the received page 
including 




[c] a designation of an item 
category with which the at least 
one item being auctioned is 
associated, the item category 
being specified by a seller of the 
item; 


See Claim 1 1 [c] supra. 


[d] an auction process means 
for conducting an internet- 
based auction of the item based 
at least in part on scheduling 
input received from the seller of 
the item; 


See Claim 1 1 [f] supra. 


[e] bid input means for 
enabling a participant to input a 
bid for submission to the 
auction processor via the 
packet-switched network; 


See Claim 1 1 [g] supra. 


[f] bid award receiving means 
for receiving an indication that 
the bid was awarded to the 
participant; and 


The Compulatelist describes a computer-implemented means of awarding 
winning bids to participants. Although the notification to the winning bidder 
in the Compulatelist was done by regular mail, as discussed above in 
connection with Claim U, elements [a, b] it would have been obvious to 
transmit such communications online. Moreover, as evidence by 
rec.collecting.stamps postings, awarding winning bids is a necessary part of 
any auction — electronic or otherwise. 

The Compulatelist at 4: "[T]his program can accomplish ... 4. Accept[ing] 
bids ... 5. Award[ing] the lots..." 

Secondary References / Knowledge of Those in the Art 

reccollecting.stamps — Exh. A, No. 11: "What would be really nice would be 
a "bid-broker" software. It might work something like this: ... 4. On the cut- 
off-date, the BidBroker determines the winning bidder and the winning price 
(realisation) and forwards this info to the seller and the winnins bidder. The 
seller and winning bidder communicate directly to complete the transaction. 


[g] payment information input 
means for enabling the 
participant to input payment 
information in response to 
receiving a bid award. 


See Claim 1 1 [h] supra. 






50. The system of claim 49 
wherein the auction page 
receiving means coiiq)rises a web 
browser system that accesses a 
server at the auction processor to 
receive the page. 


See Claim 13 supra. 






5 1 . The system of claim 49, 
wherein the auction participation 
system receives payment 


See Claim 46 supra. 
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information with each bid. 








52. The system of claim 51 
wherein the auction participation 
system receives payment 
information identifying a credit 
card account and transmits the 
credit card account information to 
a verification system before 
processing the bid. 


See Claim 46 supra. 






53. The system of claim 52 
wherein the auction participation 
system selects a bid based on one 
or more predetermined criteria, 


See Claim 44 supra. 


processes the credit card account 
for the amount of the bid and 


See Claim 15 supra. 


transfers legal ownership of the 
item to the participant that 
submitted the bid. 


See Claim 25 [c] supra. 






1 78. The system of claim 49 
wherein the received auction 
scheduling input relates to an 
auction duration. 


See Claim 148 supra. 






1 79. The system of claim 49 
wherein the received scheduling 
input relates to one or both of an 
auction starting time and an 
auction ending time. 


See Claim 148 supra. 






1 80. The system of claim 49 
wherein the received scheduling 
input conq)rises an indication that 
the auction is to be started 
immediately. 


See Claim 150 supra. 






181. The system of claim 49 
wherein the received scheduling 
input consists of an indication that 
the auction is to be started 
immediately. 


See Claim 150 supra. 






182. The system of claim 49 
wherein the received scheduling 
input comprises an indication that 
the auction is to be invoked by the 
seller manually. 


See Claim 150 supra. 






1 83. The system of claim 49 
wherein the received scheduling 
input comprises an indication that 
the auction is to be initiated at a 


See Claim 148 supra. 
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54. A system for facilitating 
commerce at an internet-based 
auction, the system comprising: 


See Claim 1 1 [a] supra. 


auction item receiving means 
for receiving from one or more 
auction participants 
information regarding an item 
to be posted for an auction, 


See Claim 1 1 [b] supra. 


the received information 
including a designation of a 
category, selected from a list of 
categories, under which the item 
is to be auctioned; 


See Claim 1 1 [c] supra. 


auction processor means for 
processing information received 
by the auction item receiving 
means and presenting the 
processed information in a 
format to be transmitted to 
auction participants over a 
packet-switched network, the 
format including an indication 
of the category of the item to be 
auctioned, 


See Claim 1 1 [e] supra. 


the auction processor means 
including an auction process 
means for executing an auction 
process for the item based at 
least in part on scheduling input 
received from the seller of the 
item; and 


See Claim 11 [f] supra. 


bid receiving means for 
receiving bids for the item 
presented to auction 
participants. 


See Claim 1 1 [g] supra. 






1 84. The system of claim 54 
wherein the received auction 
scheduling input relates to an 
auction duration. 


See Claim 148 supra. 






1 85. The system of claim 54 
wherein the received scheduling 
input relates to one or both of an 
auction starting time and an 
auction ending time. 


See Claim 148 supra. 






186. The system of claim 54 
wherein the received scheduling 
input conprises an indication that 
the auction process is to be started 
immediately. 


See Claim 150 supra. 
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1 87. The system of claim 54 
wherein the received input 
consists of an indication that the 
auction process is to be started 
immediately. 


See Claim 150 supra. 






1 88. The system of claim 54 
wherein the received scheduling 
input comprises an indication that 
the auction process to be invoked 
by the seller manually. 


See Claim 150 supra. 






55. [a] A computer- 
implemented method of 
facilitating internet auctions, 
the method comprising: 


See Claim 1 1 [a] supra. 


[b] receiving information from a 
seller including (i) information 
about an item to be auctioned at 
a computer system programmed 
to receive information over a 
communication network, and 


See Claim 1 1 [b] supra. 


[c] (ii) input relating to 
scheduling an auction for the 
item, 


See Claim 1 1 [d] supra. 


[d] the auction item information 
including a selection of a 
predetermined category, the 
predetermined category selected 
by the seller from a 
predetermined list of categories 
maintained by the computer 
system; 


See Claim 1 1 [c] supra. 


[e] based on at least a portion of 
the information received from a 
seller, generating a unique item 
identifier by a program 
executing on the computer 
system; 


See Claim 20 [e] supra. 


[f] notifying the seller of the 
unique item identifier generated 
in response to receiving 
information about the item to be 
auctioned; 


The Compulatelist described generating a tracking identifier or "lot number'' 
for each item offered for auction that is stored in the host computer. See Claim 
20 [e] supra. The Compulatelist further described including this identifier in 
an item 's listing in an auction catalog distributed to auction participants. The 
display of a lot number to auction participants notifies an item 's seller of the 
identifier generated for their item. Indeed, as evidenced by 
rec.collecting.stamps postings, the display of such item identifiers in online 
auctions was customary practice. 

Compulatelist at 11 (Figure 3): 
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Mint. Never Singed 
• Mint Hinged 
C Cover 

E Bs^inated Market Value 
FDC First. Day Cover 
M Meter Cancel 

Unless stated otberwlee, all lots 
covers being unaddxessed. 



MB . Minimum Bid 

PC Pest Card 

PMK Postmark 

PS Pos^aX Stationery 

U Used 

V Vlgnetitie 

are In P-VT candltJ.on wltlk 



1 


FX>C 


2 


** 


3 


PMK 


4 


PMK 


5 


PMK 


6 


FDC 


7 


PMK 


8 


PMK 


9 


PMK 


10 


PMK 


11 


PMK 



Al^hletlcB, Basekmll, Japan. « 62 8-29 MB 3.50 

<28 Oct 56) TDC 
Ballooning, Poland «B31 mint MB 30.00 

Baseball, Canada, Camxoae, Albert:a MB 3.50 

machine cancel 'Ball Tourney, June 12-13 ■ 

on small post.aX envelope 
Baseball, Canada, Vancouver, BC |195e> MB 10. 00 

"Support Baseball For Our Yon^" on small 

envelope, poBtally used 
Baseball, Japan, (26 Mar 78) red MB .50 

cancel showing runner and catcher on 

postal card 

Baseball, Japan, 20y stamp (3) Issued MB 1.50 

14 Oct 78 on postally used cacheted cover 
Great Brl-taln, ba^-ter red cancel 
Baseball, USA, Anchorage, AK (30 July 92) MB 1 . OO 

'Olympic Spirit Might* on postal card 
Baseball, USA, Boston, HA (21 Oot 86) MB 2.00 

-World Series Station* uncachet;ed 
Baseball, USA, Cooperstovn. VTX (2 Aug 92) MB 1.00 

-Induction Day Station- on postal card 
Baseball, USA. Coopers^own, NT (3 Aug 92) MB .00 

Game -Day -station*— on- postal card" ~ " 
Baseball, USA, PalrbanXs, AK (24 July 92) MB 1.00 

-Olympic Spirit Might- on post;nl card 



Fi^ 3. Exsmple of Aucdoo Pa^e 

Secondary References / Knowledge of Those in the Art - 

rec. collecting, stamps — Exh, A, No, 24: 

I've decided to get in the act!! This mini auction vill have the usual 
OHCB TWICE SOLD fomat that ever^^od/ seenis to use. Normal terns, 
shipping extra at .7S a book. I reserve the right to yank aoythiog. 
Don't think that'll be necessary.. Hinioun raise .50, please. All books 
are FISS? PRIHTXHGS, and are NM/K condition. Please reply to 
harry.brovttdgaquatic.sfaore.net, HARRY BROHH, or here. 



DESCRIPTIOH 


BID k STATOS 


BIDDER 


Lady Death i 1 


27.00 


Brian Depardo PEKDIHO 


Lady Death i I 


10.00 


6eo£ R. Mason OKCB 


Lady Death # 3 


6.00 


Mike D'Aretzo *SOLD* 


Lady Death, Sviiasuit iss. 


$.00 


Mike D'Arezzo *SOLD« 


Shi i 1 


7.50 


John Lundy *SOLD* 


Shi 8 2 


5.50 


John Lundy *SOLD* 



[g] based at least in part on the 
received auction scheduling 
input, auctioning the item at the 
computer system with an 
auction process program, 



See Claim 1 1 [f] supra. 



[h] the auction process program 
indicating the predetermined 
category selected by the seller 
and identifying the item to be 
auctioned; 



See Claim 1 1 [e] supra. 



[i] presenting the auction to a 
plurality of auction participants 
via a computer network in 
response to a request to display 



The Compulatelist described presenting an auction to a plurality of remote 
auction participants by distributing a hard-copy, auction catalog. As 
explained above in connection with Claim 11, element [e] it would have been 
obvious to replace the hard-copy catalog with online communications. In a n 
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information about the item to be 
auctioned, the request to display 
the item's information being 
processed by a computer 
program executing on the 
computer system; and 


online auction, a participant must necessarily input some form of request to 
view that auction that is processed by the auction system 's host computer on 
which the auction information is stored 


[j] receiving at the computer 
system at least one bid on the 
item being auctioned, 


See Claim 1 1 [g] supra. 


[k] the computer system 
updating a display of the item's 
information in response to 
receipt of the at least one bid. 


The Compulatelist described a computer-implemented method for conducting 
mail-bid stamp auctions which received bids from remote locations and 
updated the current high bid for each auction in the host-computer's database. 
Although the communications in The Compulatelist 's auctions were conducted 
by regular mail, it would have been obvious to replace these hard-copy 
communications with online displays and communications as explained above 
in connection with Claim U, element [a]. As demonstrated by a number of 
rec.collecting.stamps postings, one skilled in the art would have been 
motivated to provide displays online of the updated current bids stored in the 
database described in The Compulatelist. 

The Compulatelist at 11: "I can use the original database to keep track of bids 
and bidders. ... To these fields I add new fields: High Bid, High Bidder and 
seven other fields for bidders who are not the high bidders (fig. 4)." 

Secondary References / Knowledge of Those in the Art 

reccollecting.stamps — Exh, Ay No. 22: "I would like to thank all of you who 
have stopped by to take a look at the auction pages I put up on the WWW. . . . 
For those of vou thinking of bidding for who have but haven V checked the hish 
bid list latelv\ iust a reminder that the Auction closes at midnight on April 8." 

reccollecting.stamps — Exh. A, No. 21: "Auctions can be more interactive 
than stamp bid boards. Seller describes lot, specifies minimum bit. Bidders 
email bids. Seller posts follow up next dav with name of highest bidder and 


what thev bid.. Anv dav when there is no new bids, seller marks lot as 'f^oim 


once\ when there are two consecutive davs with out anv action on a lot, seller 


posts 'soins twice\ If no bids follow after than mark lot sold. " 


reccollecting.stamps — Exh. A, No. 24: 
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I've decided to get in the act!! This stini auction will have the usual 
ONCE TWICE SOLD format that everybody seene to use. Horoial tenns, 
shipping extra at .75 a book. I reserve the right to yank anything. 
Don't think that'll be necessary.. Minioun raise .50, please. All books 
are FIRST PRINTINQS, and are NM/M condition. Please reply to 
harry.brovn9gaquatic.Bhore.net, HUtRY BSOHH, or here. 

LOT DBSCRIPHOH ^^*BID & STATDS BII^^^ 

2 Lady Death » 2 10.00 Geof R. Hason OHCE 

3 lady Death # 3 6.00 Mike D'Arezto 'SOLD* 

4 - Lady Death, Svinsuit iss. 6.00 Mike D'Arezzo 'SOLD* 

5 Shi $ 1 7.50 John Lundy *SOLD* 

6 Shi » 2 5.50 John Lundy «SOLD* 






64. The method of claim 55 
wherein the information received 
from a seller further comprises an 
item subcategory, selected by the 
seller from a list of item 
subcategories, imder which the 
item is to be offered for auction. 


See Claim 1 1 [c] supra. 






65. The method of claim 55 
wherein the information received 
from a seller comprises a verbal 
description of the item or a 
graphical depiction of the item or 
both. 


The Compulatelist described receiving information from sellers corresponding 
to items they were consigning for auction which the auctioneer entered into a 
database on the auction 's host computer. Although the seller provided such 
information by regular mail, as explained above in connection with claim 11, 
element [d] it would have been obvious to one skilled in the art to replace 
regular mail with Internet communications. 

One skilled in the art would have been motivated to receive the item 
information from sellers electronically at a communication handler 
program" on the host computer to reduce the inefficiency of the auction 
operator having to enter the information into a database manually. See, e.g., 
The Compulatelist at 10 (**"In the past 5 years, the auction has climbed from 
about 75-100 lots every two months to around 350-400 lots. As you can 
imagine this has greatly taxed my spare time. Indeed, postings by collectors 
on rec.collecting.stamps confirm those in the art were so motivated: "What 
would be really nice would be a "bid-broker" software ... [where] A seller 
sends his description, reserve price, cut-off-date, etc to the BidBroker. " Exh. 
A, No. IL 

Moreover, rec.collecting.stamps was replete with online auctions where sellers 
conducted auctions of their own items. The online display of item information 
in these auctions necessarily required that the information be received from the 
seller at the host computer through some form of "communication handler 
program. " 

Finally, although many of the rec.collecting.stamps postings describe text 
based systems, one of the obvious benefits of Worldwide Web based auctions is 
the ability to provide graphical descriptions of an item. Skilled artisans would 
have been particularly motivated to utilize such images for used and 
collectable goods, the value of which requires some assessment of their 
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condition. 

Information from participant-sellers 
The Compulatelist at 10: "When consignors beein to send material to me for 
Auction number xx, I create a database named 'Auction xx' in which I have the 
following fields . . . The Abb field contains either MB (minimum bid) or EST 

Secondary References / Knowledge of Those in the Art 

rec,collecting,stamps — Exh, A, No, 21: "What would be really nice would be 
a "bid-broker" software. It mieht work somethine like this: ... 2. A seller sends 
his description, reserve price, cut-off-date, etc to the BidBroker." 


Information from Auction-operator selling his own good 
rec,collecting,stamps — Exh, A, No, 21: "Other Auction rule suggestions. ... 
Seller describes lot, specifies minimum bid. Bidders email bids. Seller posts 
follow up next day with name of highest bidder and what they bid. ..." 

reccollecting.stamps — Exh, A, No, 21: "I guess I'll try this too. I had posted 
this item for sale, but got no responses, perhaps because I never gave an idea of 
what I wanted for it: LOT #2: France. Scott #37. F-VF Used. Scott Catalog 
Value is $600. Minimum bid is 10% of Scott, or $60. Will also sell to highest 
bidder by July 1." 

rec,collecting,stamps — Exh, Ay No, 22: "I would like to thank all of you who 
have stopped by to take a look at the auction pages I put up on the WWW. ... I 
have updated/upgraded a number of the images to so with the lots.'^ 

rec,coUecting,stamps — Exh, Ay No, 25: "This seems one of the simpler 
problems. You post a date by which items for sale must be "submitted". This 
means a complete description and perhaps a scan if possible. Once the date is 


past, an on-line auction description is posted with an invitation for bids and a 
published closing date." 






66. The method of claim 55 
wherein the information received 
from a seller comprises a verbal 
description of the item, the verbal 
description including subjective 
information supplied by the seller. 


See Claim 65 supra. 






67. The method of claim 66 
wherein the subjective 
information includes one or more 
of following: condition of the item 
being offered for auction, 
authenticity of the item being 
offered for auction or special 
features of the item bemg offered 
for auction. 


See Claim 65 supra. 






68. The method of claim 55 
wherein, prior to supplying 
information, the seller registers to 


The Compulatelist describes registering accounts for auction participants 
based on received identity and financial information to keep accounting of 
auctions and track customer payment history and credit. Moreover, as 
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sell items for auction. 


confirmed by rec.collecting.stamps postings, it was well known in the art to 
require auction participants to register for an online auction. 

The Compulatelist at 5: "The program will . . . generate invoices and will 
track customer payment history, credit, etc. All the features you would expect 


to find in anv program which maintains a database of customers and accounts 
are present." 

The Compulatelist at 11: "All this information is set up in such a way that I 
can always have a cunent accounting of the auction. , . . another listing [is] 
generated from the original database sorted only by consignor's name with 
prices realized. ..." 

Secondary References / Knowledge of Those in the Art 

rec.collecting,stamps — Exh. A, No. 21: "What would be really nice would be 
a "bid-broker" software. It might work something like this: 1. Interested 
bidders register their email address with the BidBroker. ... 3. The BidBroker 
assigns a lot number to the description, and forwards it to the list of registered 
bidders." 






69. The method of claim 68 
wherein registering the seller 
con^rises receiving identity 
information from the seller. 


See Claim 68 supra. 






70. The method of claim 68 
wherein registering the seller 
comprises receiving financial 
information from the seller. 


See Claim 68 supra. 






71. The method of claim 68 
wherein registering the seller 
conqjrises opening a debit / credit 
account for the seller. 


The Compulatelist describes maintaining customer accounts in which customer 
payment history and credit are tracked. Given The Compulatelist 's express 
disclosure of 'fa] 11 the features you find in any program which maintains a 
database of customers and accounts, " one skilled in the art would understand 
these accounts could include debit / credit accounts for participants including 
sellers. 

The Compulatelist at 5: "The program will ... generate invoices and will 
track customer payment history, credit, etc. All the features you would expect 
to find in anv program which maintains a database of customers and accounts 


are present." 

The Compulatelist at 11: "As payment for auction lots begins to come in, I 
enter the winning bidders and amount owed into a spreadsheet titled Auction 
XX $$ alons with information on consignors, etc. Some are charged 10 percent 


commission while others (non-SPI members) are charged 15 percent 


commission. All of this information is set up in such a way that I can always 
have a current accounting of the auction!'' 






72. The method of claim 7 1 
further comprising debiting the 
seller's account by an amount 
conesponding to a seller's fee. 


See Claim 71 supra. 
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73 . The method of claim 7 1 
further comprising crediting the 
seller's account by an amount 
corresponding to the purchase 
price of an item sold at auction. 


See Claim 7 1 supra. 






74. The method of claim 55 
wherein the seller logs into the 
auction computer system from a 
confuting platform in order to 
provide information about an item 
to be auctioned. 


See Claim 1 1 [b] supra. 






75. The method of claim 74 
wherein the seller's computing 
platform comprises a personal 
computer, a workstation, a cable 
set-top device, a video game 
system or a portable computing 
device. 


See Claim 74 supra. 






76. The method of claim 55 
wherein an auction participant 
logs into the auction conqjuter 
system from a computing 
platform in order to browse or bid 
on items offered for auction. 


See Claim 74 supra. 






77. The method of claim 76 
wherein the auction participant's 
confuting platform conq)rises a 
personal computer, a workstation, 
a cable set-top device, a video 
game system or a portable 
confuting device. 


See Claim 74 supra. 






78. The method of claim 55 
wherein the seller-provided 
information includes a reserve 
price for the item to be auctioned. 


See Claim IS supra. 






79. The method of claim 78 
wherein the seller's reserve price 
is not revealed to auction 
participants. 


As explained above in connection with Claim 18, the Compulatelist describes a 
receiving a "minimum bid'* or reserve price from sellers Although it appears 
The Compulatelist contemplates posting this price as a starting bid for the 
auction of an item, one of ordinary skill in the art in 1995 would have been 
motivated to not reveal the minimum acceptable bid or reserve price, as it was 
well-known in the art that the use of a confidential reserve price protected a 
seller 's interests, 

— Secondary References / Knowledge in the Art — 

See, e.g., Exh. A, No. 18 at 97-98 (*T^e live-auction process works well when 
combined with the use of a reserve price establishing the minimum amount 
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acceptable to the seller. This device protects the seller from having to 'give 
away' assets at unrealistically low bids, increasing the average selling price to 
all sellers over time."). 

See, e.je.. httv://www.auctioneerscanada.com/auct2los.html rAuction with 
Reserve: An auction in which the seller reserves the right to accept or decline 
any and all bids. A minimum acceptable price may or may not be disclosed. ") 






80. The method of claim 55 
wherein prior to bidding on an 
item an auction participant 
browses the predetermined list of 
categories to search for desired 
items on which to place bids. 


The Compulatelist describes presenting item information to auction 
participants that is organized and indexed by browseable categories of 
particular collecting interests orspeciality. 

Compulatelist at 10: "This allows me later to alphabetize the Des A category 
so that all the Archerv material is numbered consecutivelv. etc. Because our 
SPI members often have verv specialized interests this makes it easier for them 


to find material thev mi^ht find useful to add to their collection'' 


Compulatelist at 5: "When lot information is entered you can also provide 
keywords. This enables the program to create an index in the auction catalog 
which lists lots by collecting interest or specialty." 






8 1 . The method of claim 55 
wherein the seller ships an item 
purchased at auction to a 
destination specified by the 
purchasing auction participant. 


The Compulatelist describes computer-implemented mail bid auctions in which 
sellers consign their goods to the auction operator who then ships them to a 
destination specified by winning bidders. Although the seller in The 
Compulatelist 's auctions does not directly ship an item to the winning bidder, 
recxollecting.stamps is replete with electronic auctions in which — like the '014 
application — a seller auctions his or her own items and ships them to buyer 
designated locations. 

Moreover, it would have been obvious to one skilled in the art that a benefit of 
implementing a mail bid auction online would be that the auctioneer need not 
take possession of all items, as sellers could provide the descriptions of items 
online. One skilled in the art would have been motivated to adopt such an 
approach by The Compulatelist 's express description of the inefficiency of the 
auctioneer taking possession of and shipping all items. Indeed, one 
recxollecting.stamps posting expressly identified the desirability of having 
sellers and buyers complete transactions themselves. 

The Compulatelist at 11: "One thing my con^uter can't do is actually sort the 
auction lots. It usually takes me about two weeks to completely package and 
send out the auction lots." 

Secondary References / Knowledge of Those in the Art 

rec.collecting,stamps — Exh. A, No. 21: "What would be really nice would be 
a "bid-broker" software. It might work something like this: ... 2. A seller sends 
his description, reserve price, cut-off-date, etc to the BidBroker. ... The seller 
and winning bidder communicate directlv to complete the transaction!" 


recxollecting.stamps — Exh, A, No. 24: "I've decided to get in the act!! This 
mini auction will have the usual ONCE TWICE SOLD format that everybody 
seems to use. Normal terms, shipping extra at .75 a book.'" 
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82. The method of claim 55 
wherein the seller-provided 
information includes an indication 
from the seller whether the item 
offered for auction is to be 
advertised to potential bidders. 


Although The Compulatelist does not expressly describe the use of 
advertisements in its mail bid auctions, the benefits of advertising on the 
Internet and Worldwide Web were well known prior to April 1995, Indeed, 
advertising was one of the earliest recognized sources of revenue on the 
Internet and it was known in the art that the advertising industry was 
"investing heavily" in online transactional and auction systems. Moreover, 
advertising "featured" items within an online auction was well known in the 
art as discussed in Appendix I to this Protest 

Secondary References / Knowledge of Those in the Art 

Save the Earth at 1 — Exh. A, No. 5: "The telecommunications, retail, 
advertising and other industries are presently investing heavily in online tests 
and trial services aimed at tapping into what many believe will be a major 
marketing and sales channel in the near future."; (p, 2): "The online 
communications and World Wide Web access services ... are being 
contributed by ... Global Commerce Link."; "GCL products and services 
support interactive sales transaction, marketing, advertising, and customer 
service applications on the Intemet..." 






83. The method of claim 82 
wherein the advertisement appears 
on a main web page maintained 
by the auction con^uter system. 


See Claim 82 supra. 






84. The method of claim 83 
wherein the main web page 
conq)rises a welcome page. 


See Claim 82 supra. 






85. The method of claim 55 
further comprising notifying an 
auction participant that a bid by 
that participant has been accepted. 


The Compulatelist described tracking the current high bid and next seven bids 
accepted for an item in the host-computer *s database. As described above in 
connection with Claim 55, element fkj , it would have been obvious to provide 
an online display of current high bids and bidders. The display of such bids to 
auction participants inherently notifies auction participants if their bids were 
accepted (i.e., were listed as the high bid). 

Secondary References / Knowledge of Those in the Art 

reccollecting.stamps — Exh, A, No. 21: "Auctions can be more interactive 
than stamp bid boards. Seller describes lot, specifies minimum bit. Bidders 
email bids. Seller posts follow up next dav with name of highest bidder and 
whatthev bid.,.'' 

reccollecting.stamps — Exh. A, No. 24: 
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I've decided to get in the act!! This oini auction vill have the usual 
OHCB TWICE SOLD foneat that mxyMf seems to use. Honnal tenns, 
shipping extra at .75 a book. I reserve the right to yank anything. 
Don't think that'll be necessary.. Mininun raise .50, please. All books 
are FIRST PRINnnoS, and are NM/N condition. Please reply to 
harry.brovm9gaquatic.shore.net, HARRY BROHH, or here. 



LOT 


OESCRIPTIOH 


BID & STATUS 


BIDDER 


1 


Lady Death # 1 


27.00 


Brian Depardo PENDINO 


2 


Lady Death H 2 


10.00 


Geof R. Mason ONCE 


3 


Lady Death « 3 


6.00 


Kike D'Arezto *SOLD* 


4 


Lady Death, Svinsuit iss. 


6.00 


Mike D'Arezzo *SOLD« 


5 


Shi t 1 


7.50 


John Lundy *SOLD* 


6 


Shi »2 


5.S0 


John Lundy *SOU)* 



86. The method of claim 55 
wherein an auction participant 
makes electronic payment for an 
item purchased at auction. 



The Compulatelist describes clearing payment for items and commissions in 
the form of checks delivered by regular mail As explained in section IL F, of 
this Protest, the inherent inefficiencies associated with such an approach 
would have motivated one skilled in the art to utilize any one of a number of 
forms of electronic payment (e.g., credit card processing, funds transfer, 
credit/debit accounts, clearinghouses, e-money) in an electronic auction. As 
the VI 4 application correctly concedes, each of these techniques was "well 
known " by skilled artisans who "understood'* how to incorporate any of them 
in an electronic auction. 



87. The method of claim 86 
wherein an auction participant 
makes electronic payment by 
providing credit card or debit card 
information. 



See Claim 86 supra. 



88. The method of claim 86 
wherein an auction participant 
makes electronic payment by 
providing electronic funds transfer 
information 



See Claim 86 supra. 



89. The method of claim 86 
wherein an auction participant 
makes electronic payment using 
e-money. 



The Compulatelist describes clearing payment for items and commissions in 
the form of checks delivered by regular mail. As explained in section II. F. of 
this Protest, the inherent inefficiencies associated with such an approach 
would have motivated one skilled in the art to utilize any one of a number of 
forms of electronic payment (e.g., credit card processing, funds transfer, 
credit/debit accounts, clearinghouses, e-money) in an electronic auction. As 
the '014 application correctly concedes, each of these techniques was ''well 
known " by skilled artisans who "understood" how to incorporate any of them 
in an electronic auction. 



90. The method of claim 55 
wherein the seller-provided 
information includes a specified 
time period for the auction. 



See Claim 148 supra. 
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9 1 . The method of claim 5 5 
wherein the auction process 
program indicates an opening bid 
for an item offered for auction. 



See Claim \% supra. 



92. The method of claim 55 
wherein the auction process 
program indicates a current bid 
for an item offered for auction. 



See Claim 55 [k] supra. 



93. The method of claim 55 
wherein presenting the auction to 
the plurality of auction 
participants comprises displaying 
one or more of the following: a 
verbal description of the item 
offered for auction, a graphical 
depiction of the item offered for 
auction, or bid information 
relating to the item offered for 
auction. 



The Compulatelist describes presenting auctions to participants by distributing 
a hard-copy auction catalog that included a display of verbal descriptions of 
the items as well as a display of the items' condition. Moreover, as any 
commercial transaction involves providing a buyer with information about an 
item to be purchased, it is not surprising that a number of rec.collecting.stamps 
postings illustrate that the provision of verbal and graphical descriptions was 
established practice in electronic auctions. 

The Compulatelist at 11 (Figure 3): 



Abbrevla^ons Used 



Mint Never Hinged 
• Mint; ainged 
C Cover 

E Es^ltnafced Market Value 
FDC Plrst Cay Cover 
M Meter Cancel 

Dnleae stated otherwise, all lots 
covers being onaddreased. 



MB . MlnlmuBi Bid 

PC Poat Card 

PMIC Postmark 

PS Postal Stationery 

O Used 

V Vignette 

are In F~vr condition with 



1 


FDC 


2 


** 


3 


PKK 


4 


PMK 


5 


PKK 


6 


FDC 


7 


PHK 


8 


PHK 


9 


PHK 


10 


PHK 


11 


PMK 



Jasxan, «62B-29 



12-13- 



AthleticB , Baseball , 

(28 Oct 56) FDC 
Ballooning, Poland «B31 nlnt 
Baseball , Canada , Canrose , Alberta 

machine cancel "Ball Tourney, aune 

on small postal envelope 
Baseball, Canada, Vancouver, BC (1956) 

"Support Baseball For Our Youth** on saaXl 

envelope, postally used 
Baseball, Japan, (26 Mar 78) red 

cancel showing runner and catcher on 

postal card 
Baseball, Japan, 20y stamp (3) leaned 

14 Oct 78 on postally used cacheted cover 

to Great Britain, batter red cancel 
Baseball, X38A, Anchorage, AK (30 July 92) 

-Olympic Spirit Night- on postal card 
Baseball, USA, Boston, MA (21 Oct 86) 

-World Series Station- uncaoheted 
Baseball, USA. Coopers town, VTX <2 Aug 92) 

-Induction Day Station* on postal card 
Baseball, USA, Cooperstown. HT (3 Aug 92) 

--Game -Day -Station^— on- postal card- — 

Basefe>all, USA, Falrbanlca , AK (24 July 92) 

-Olytivlc Spirit night- on postal card 



Fig. 3. Example of Auction Pige 



MB 30.00 
MB 3.50 



1.00 
3.00 
l.OO 
.00 
1.00 



Secondary References / Knowledge of Those in the Art 

reccollecting.stamps — Exh. A, No, 25: "This means a complete description 
and perhaps a scan if possible. Once the date is past, an on-line auction 
description is posted with an invitation for bids and a published closmg date." 

reccollectingMamps — Exh, Ay No. 11: "What would be really nice would be 
a "bid-broker" software. It might work something like this: ... 3. The 
BidBroker assigns a lot number to the description, and forwards it to the list of 
registered bidders . 

reccollecting.stamps—Exh. A, No. 21: "I'll try one right here - LOT #1 Scott 
#477 Italy 100 Lire - VF NH Condition Scott Catalog Value for NH is $400. 
Will sell to highest bidder by July 1, 1994. Just place your bids right here (I 
hope this works) this is a really nice stamp." 
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94. The method of claim 55 
wherein presenting the auction to 
the pluraHty of auction 
participants further comprises 
displaying advertisements to the 
plurality of users. 


See Claim 82 supra. 






95. The method of claim 94 
wherein the displayed 
advertisements relate to items 
offered for auction. 


See Claim 82 supra. 






96. The method of claim 94 
wherein the displayed 
advertisements relate to goods / 
services offered by a third party. 


See Claim 82 supra. 






97. The method of claim 55 
wherein the conq^uter system 
updates the display of the item's 
information each time a bid higher 
than the current bid is received. 


See Claim 55 [k] supra. 






98. The method of claim 55 
further conprising obtaining an 
auction participant's assent to 
terms of sale before accepting 
bids from that auction participant. 


The Compulatelist describes the display of an auction 's rules or terms that 
bidders must assent to by placing a bid. Indeed, as evidenced by a 
rec.collecting.stamps posting, a bidder must be informed of the terms and rules 
governing an auction that he or she must assent to before bidding. In any 
other scenario, the bidder would have no way to know how or what to bid if 
they wished to purchase a particular item. 

The Compulatelist at 10: "At this time, I copy an auction template to the 
beginning of the listing. This tenq)late lists the auction rules. . 

Secondary References / Knowledge of Those in the Art 

reccollecting.stamps — Exh. A, No, 21: "I'd love to bid but I don't collect Italy, 
perhaps next time. But vou need to explain vour rules here. What price would 
the winning bidder pay? Normally in a mail ('non-floor'?) auction, the highest 
bidder only pay one-step above the 2nd highest bidder's bid, as opposed to 
pa3dng what he actually bids." 






99. The method of claim 98 
wherein the auction participant's 
assent is supplied via the Internet. 


See Claim 98 supra. 






1 90. The method of claim 55 
wherein the received auction 
scheduling input relates to an 
auction duration. 


See Claim 148 supra. 






191. The method of claim 5 5 
wherein the received auction 
scheduling input relates to one or 


See Claim 148 supra. 
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1 m^mpcmism i 


iMm2« 1 


both of an auction starting time 
and an auction ending time. 








192. The method of claim 55 
wherein the received auction input 
comprises an indication that the 
auction is to be started 
immediately. 


See Claim 150 supra. 






193. The method of claim 55 
wherein the received auction input 
consists of an indication that the 
auction is to be started 
immediately. 


See Claim 150 supra. 






1 94 . The method of claim 5 5 
wherein the received auction 
scheduling input comprises an 
indication that the auction is to be 
invoked by the seller manually. 


See Claim 150 supra. 






195. The method of claim 55 
wherein the received auction 
scheduling input conq)rises an 
indication that the auction is to be 
initiated at a future time. 


See Claim 148 supra. 






133. [a] A computer- 
implemented method of 
facilitating Internet-based 
electronic auctions, the method 
comprising: 


See Claim 1 1 [a] supra. 


[b] receiving information from 
a seller of an item to be 
auctioned, the information 
including 


See Claim 1 1 [b] supra. 


[c] (i) information identifying 
the item to be auctioned and 
designating an item category 
selected by the seller from a list 
of item categories, and 


See Claim 1 1 [c] supra. 


[d] (ii) input relating to 
scheduling an auction for the 
item; 


See Claim 1 1 [d] supra. 


[e] storing at least a portion of 
the received information in a 
database of information relating 
to items to be auctioned; 


See Claim 43 [b] supra. 


[f| mapping at least a portion of 
the received information stored 
in the database into a 
presentation format that 
includes the identifying 
information and the item 


See Claim 1 1 [e] supra. 
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category provided by the seller; 
displaying the presentation 
format to a plurality of buyers; 




[g] based at least in part on the 
received auction scheduling 
input, conducting an online 
auction for the item including 
receiving bids on the item from 
one or more of the plurality of 
buyers; and 


See Claim 1 1 [f] supra. 


[h] terminating the online 
auction of the item based on a 
predetermined condition. 


See Claim 44 supra. 






134. The method of claim 133 
further conqjrising notifying a 
winning buyer that a bid 
submitted by the winning buyer 
was a winning bid. 


See Claim 49 [f] supra. 






135. The method of claim 133 
wherein the information received 
from the seller identifying the 
item to be auctioned includes at 
least one of an item title and an 
item description. 


See Claim 65 supra. 






136. The method of claim 135 
wherein the item description 
includes an electronic image of 
the item. 


See Claim 65 supra. 






137. The method of claim 133 
wherein receiving information 
from a seller further comprises 
receiving information designating 
an item subcategory selected by 
the seller from among a list of 
item subcategories. 


See Claim 1 1 [c] supra. 






138. The method of claim 133 
wherein the predetermined 
condition based on which the 
online auction is terminated 
comprises an occurrence of an 
auction termination time. 


See Claim 44 supra. 






139. The method of claim 133 
wherein receiving information 
from a seller further comprises 
receiving a reserve price for the 
item to be auctioned. 


See Claim 18 supra. 






140. The method of claim 139 


See Claim 18 supra. 
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wherein the predetermined 
condition based on which the 
online auction is terminated 
conq)rises an occurrence of the 
reserve price being met. 








141. The method of claim 1 34 
wherein notifying the winning 
buyer comprises sending the 
winning buyer an e-mail message. 


See Claim 134 supra. 






142. The method of claim 133 
further comprising notifying the 
seller of an outcome of the online 
auction. 


See Claim 134 supra. 






143. The method of claim 142 
wherein notifying the seller 
conq)rises sending the seller an e- 
mail message. 


See Claim 134 supra. 






144. The method of claim 143 
wherein the seller is notified of 
the winning buyer's identity. 


The Compulatelist describes maintaining a spreadsheet of items sold in an 
auction, including an identification of the winning bidder and the price 
realized and providing sellers a listing of just the items they sold in a 
particular auction. Although the Compulatelist is vague as to whether winning 
bidders are identified in the listings provided to sellers, in any system where 
the seller — either a participant seller or a seller conducting his or her own 
auction — ships an item to a buyer, like many described on 
rec.collecting.stamps, the seller must inherently be notified of the winning 
buyer 's identity to know to whom the item should be shipped. 

The Compulatelist at 11: "As payment for auction lots begins to come in, I 
enter the winning bidders and amount owed into a spreadsheet .... Finally, 
when all lots have been paid for, checks are issued to the consignor along with 
another listing generated from the original database sorted only by consignor's 
name...." 

Secondary References / Knowledge of Those in the Art 

reccollectingMamps — Exh, A, No, 11: "The seller and winning bidder 
communicate directly to conqjlete the transaction." 

rec.collecting,stamps — Exh, A, No, 24: "I've decided to get in the act! ! This 
mini auction will have the usual ONCE TWICE SOLD format that everybody 
seems to use. Nornial terms, shivvins extra at .75 a book'' 






145. The method of claim 133 
wherein receiving information 
from the seller of the item to be 
auctioned further con^rises 
receiving input relating to an 
advertisement for the item. 


See Claim 82 supra. 






196. The method of claim 133 
wherein the received auction 


See Claim 148 supra. 
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scheduling input relates to an 
auction duration. 








197. The method of claim 133 
wherein the received auction 
scheduling input relates to one or 
both of an auction starting time 
and an auction ending time. 


See Claim 148 supra. 






198. The method of claim 133 
wherein the received auction 
scheduling input comprises an 
indication that the auction is to be 
started immediately. 


See Claim 150 supra. 






1 99. The method of claim 1 33 
wherein the received auction 
scheduling input consists of an 
indication that the auction is to be 
started immediately. 


See Claim 150 supra. 






200. The method of claim 1 33 
wherein the received auction 
scheduling input conq)rises an 
indication that the auction is to be 
invoked by the seller manually. 


See Claim 150 supra. 






201. The method of claim 133 
wherein the received auction 
scheduling input comprises an 
indication that the auction is to be 
initiated at a future time. 


See Claim 148 supra. 






210. The method of claim 133 
wherein the predetermined 
condition is defined at least in part 
by the received auction 
scheduling input. 


See Claim 44 supra. 






146. A computer- 
implemented method of 
facilitating Internet-based 
electronic auctions, the method 
comprising: 


See Claim 1 1 [a] supra. 


receiving information via the 
Internet from sellers of items to 
be auctioned, each seller 
providing 


See Claim 1 1 [b] supra. 


(i) information describing an 
item to be auctioned and 
designating an item category 
and an item subcategory 
selected by the seller from a list 
of item categories and 


See Claim 1 1 [c] supra. 
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subcategories, and 




(ii) input relating to scheduling 
an auction for the item; 


See Claim 1 1 [d] supra. 


storing at least a portion of the 
received information in a 
database of information relating 
to items to be auctioned; 


See Claim 43 [b] supra. 


displaying the list of item 
categories and subcategories via 
the Internet to a plurality of 
potential buyers. 


See Claim 1 1 [e] supra. 


each potential buyer being able 
to browse the item categories 
and subcategories selectively to 
search for a desired item offered 
for auction; and 


See Claim 80 supra. 


for each item to be auctioned: 
(i) mapping the received 
information stored in the 
database corresponding to the 
item into a presentation format 
that includes the identifying 
information and the item 
category provided by the item's 
seller; (ii) displaying the 
presentation format to a 
plurality of buyers; 


See Claim 1 1 [e] supra. 


(iii) based at least in part of the 
received auction scheduling 
input, conducting an online 
auction for the item 


See Claim 11 [f] supra. 


including receiving bids on the 
item from one or more of the 
plurality of buyers; and 


See Claim 1 1 [g] supra. 


(iv) terminating the online 
auction of the item based on a 
predetermined condition. 


See Claim 21 [b] supra. 






202 . The method of claim 146 
wherein the received auction 
scheduling input relates to an 
auction duration. 


See Claim 148 supra. 






203. The method of claim 146 
wherein the received auction 
scheduling input relates to one or 
both of an auction starting time 
and an auction ending time. 


See Claim 148 supra. 






204. The method of claim 1 46 
wherein the received auction 
scheduling input comprises an 
indication that the auction is to be 
started immediately. 


See Claim 150 supra. 
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205. The method of claim 146 
wherein the received auction 
scheduling input consists of an 
indication that the auction is to be 
started immediately. 


See Claim 150 supra. 






206. The method of claim 146 
wherein the received auction 
scheduling input con^rises an 
indication that the auction is to be 
invoked by the seller manually. 


See Claim 150 supra. 






207. The method of claim 1 46 
wherein the received auction 
scheduling input comprises an 
indication that the auction is to be 
initiated at a future time. 


See Claim 148 supra. 






211. The method of claim 1 46 
wherein the predetermined 
condition is defined at least in part 
by the received auction 
scheduling input. 


See Claim 44 supra. 






212. A computer- 
implemented method of 
facilitating Internet-based 
auctions, the method 
comprising: 


See Claim 1 1 [a] supra. 


receiving input from a seller of 
an item to be auctioned, the 
received input including an 
identification of the item to be 
auctioned and 


See Claim 1 1 [b] supra. 


input relating to scheduling an 
auction for the item; and 


See Claim 1 1 [d] supra. 


initiating an online auction for 
the item based at least in part 
on the auction scheduling input 
received from the seller. 


See Claim 1 1 [f] supra. 






213. The method of claim 2 1 2 
wherein the received auction 
scheduling input relates to an 
auction duration. 


See Claim 148 supra. 






214. The method of claim 2 1 2 
wherein the received auction 
scheduling input relates to one or 
both of an auction starting time 
and an auction ending time. 


See Claim 148 supra. 






215. The method of claim 2 1 2 


See Claim 150 supra. 
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Dtoais^is? 11 


wherein the received auction 
scheduling input comprises an 
indication that the auction is to be 
started immediately. 








216. The method of claim 2 1 2 
wherein the received auction 
scheduling input consists of an 
indication to be started 
immediately. 


See Claim 150 supra. 






217. The method of claim 2 1 2 
wherein the received auction 
scheduling input comprises an 
indication that the auction is to be 
invoked by the seller manually. 


See Claim 150 supra. 






218. The method of claim 2 1 2 
wherein the received auction 
scheduling input conQ)rises an 
indication that the auction is to be 
initiated at a future time. 


See Claim 148 supra. 
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11. [a] A computer-implemented method for 
conducting auctions on the internet, the method 
comprising: 


Nahan describes a computer-implemented method and 
system in which member dealers and buyers communicate 
via a wide-area, high-speed communications network 
to electronically initiate, conduct, and consummate 
transactions for artwork and other unique collectable goods. 
Although Nahan describes selling items at a seller-specified 
price rather than in an auction on the internet, as the 
examiner in MercExchange's co-pending '021 and 179 
applications correctly recognized, it would have been 
obvious to one of skill in the art to implement Nahan in the 
Internet auction format described in Computer Museum and 
Save the Earth. See Exhs. P, T. 

As an initial matter, modifying the Nahan patent to operate 
in an auction format would require, at most, superficial 
changes to the system. The Nahan patent describes a 
procedure whereby an item may be ''reserved*' by a potential 
buyer until a predetermined condition — the passage of 
time — is met, which includes all the functionality necessary 
to operate in an auction/bidding format. Nahan at 11:47-54. 
The reservations, which expire and are updated after a fixed 
period of time, could readily be modified to: (1) expire based 
on the receipt of a higher offer price (i.e., a higher bid) 
instead of the passage of time; and (2) close the auction after 
the fixed period of time if no higher bids are received. 

One of ordinary skill in the art would have been motivated to 
make these superficial modifications to implement Nahan in 
an Internet-auction format to take advantage of the 
"tremendous potential '* of the Internet-auction format. See 
Computer Museum ("I think the potential is tremendous for 
auctions on the Internet It's a tremendously interesting 
business model"). Indeed, those involved in electronic 
stamp collecting — which Nahan expressly identifies as a field 
in which its disclosure could be used— had identified 
Worldwide Web auctions as an "ideal venue " and "excellent 
format "for trading and collecting stamps. Exh. A, No. 20. 

Moreover, it was known in the art that the electronic auction 
format generally yielded higher sales prices and 
consequently greater profits for sellers and system-operators 
collecting commissions: "Academic research has concluded 
that interactive competitive bidding process (the English 
auction format) allows sellers to realize a higher bid price 
than any other sales computerized bidding mechanism. " 
Exh. A, No. 18 at 95 (Dec. 1994). 

Inni>ifn n'n'\}rttii> T/Tmilin'r '\Anfh /^/^ilcfniirto \A)/^tiJ/1 tinfitynny} nn\}i> 
irlLlt^t^tl, LinyfJfH^ JLlfflitlLlf Wlifl trUllf^L'l'lrtv WUUlli rtUlUf Lllty flUVK- 

been motivated to implement Nahan in an auction format, as 
auctions were the standard — and often only — means through 
which collectors acquired new items. See, e.g., Exh. A, No. 
23 at 4 ("For many of us with specialized collecting interests 
auctions often provide the only source of new acquisitions. "). 
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Nahan^ 2:38-45: "a computerized system incorporating high 
resolution imaging, printing and database management, in a 
multimedia environment, for the marketing, selection, 
purchase, and sale of imique, high monetary value 
characteristic products, including the processing of all 
documents to effect and settle the resulting transaction, over 
a high speed communications network on a dynamic, real 
time basis." 

— Secondary References / Knowledge in the Art — 

Save the Earth at 2—Exh. A, No. 5: "All items are 
autographed and will be auctioned on the Internet ... at 
http://www.commerce.com/save_earth." 

reccollecting.stamps — Exh. A, No, 20: "I would like to 

auggcai liidi a vv vv vv page wuuiu uc uic lut^ui vcnut^ lui aix 

auction ... In fact, a stanq> auction was recently held on a 
WWW page. It was set up by Brendan Boelke and I think it 
was an excellent format for conducting the auction ... I see 
no reason why it shouldn't be the standard for auctions in 
thefuturer 


[b] receiving at a communication handler 
program executing on a host computer 
information from a seller corresponding to an 
item for auction, the information received from 
the seller including 


Nahan describes sellers providing item information, 
including textual descriptions and high-definition images, 
that is received and stored at the system's central host 
computer. 

Nahan — ^Abstract: "A plurality of electronic images of 
works of art which are for sale are created by at least one 
listing dealer and stored on the storage equipment associated 
with the main computer. Data is input about each stored 
image and input data is associated v^th each corresponding 
stored image." 

Nahan — Fig 23: "Transmission of Data & Images of Works 
To Be Listed to Host Conqjuter by Listing Dealer" 

i^anan — /\s snown in rio. zj, wncii a ucaici 
wishes to list his artwork on the system ... He also transmits 
data about the various works and their corresponding artists 
450 -entering the information into a standard form. When the 
images and data have been successfully entered into the host 
computer 2, the system provides a niunbered listing 
acknowledgment 452 along with an invoice for the listings ." 


[c] (i) a designation of a category, selected from a 
list of categories, under which the item for 
auction is to be listed, and 


Nahan describes sellers designating categories and 
subcategories for items when listing them for sale within the 
system. 

Nahan — 2:60-64: "Original works of art are photographed 
with high resolution cameras, converted to digital images on 
computer controlled electronic sc aiming equipment. 



' The Nahan patent is attached to this Protest as Exhibit A, No. 1 . 
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categorized by different criteria, and stored in a complex 
conputer database along with information about the artist 
and artwork." 

Nahan — 3:40-44: "The System guides the salesperson to 
display, on the larger monitor, images of artwork from the 
dealer's own inventory and inventories of member dealers 
around the world, categorized by different criteria." 

Nahan— Col. 8, Table 1. 

Nahan — 8:25-9:60: "The following categories are also 
preferably available as selection criteria via the screen of 
Table 1 : (1) Style, with the following subcategories. . 


[d] (ii) input relating to scheduling an auction for 
the item; 


Nahan describes sellers providing information about items 
which become immediately available to buyers upon listing. 
As demonstrated by a number of dependent claims in the 
'0J4 application, such an "immediate" offer invoked by the 
seller's entry of item information constitutes "scheduling." 
Although, Nahan does not describe an "auction, " as 
explained above in connection with Claim 11, element [a], it 
would have been obvious to one skilled in the art to 
implement Nahan in an auction format. 

Moreover, as demonstrated by the Save the Earth reference 
and a number of references related to stamp collecting — 
which Nahan expressly identifies as a field of use for its 
system— permitting sellers to schedule auctions of their 
goods was customary in electronic auctions. 

— Secondary References / Knowledge in the Art — 

Save the Earth at 2—Exh, Ay No. 5: "All items are 
autographed and will be auctioned on the Internet from April 
22, through May 21, 1995..." 

reccollecting.stamps — Exh. A, No, 11: "What would be 
really nice would be a "bid-broker" software. It might work 
something like this: ... 2, A seller sends his description, 
reserve price, cut-off-date, etc to the BidBroker." 

reccollecting, stamps — Exh. A, No, 22: "I would like to 
thank all of you who have stopped by to take a look at the 
auction pages I put up on the WWW. . . . [J]ust a reminder 
that the Auction closes at midnight on April 8. 

reCtLoiieLting,3iumpo — CtXn* /t^ iifu, ^i, i gucdb i it iry uiid 
too. I had posted this item for sale, but got no responses, 
perhaps because I never gave an idea of what I wanted for it: 
LOT #2* France Scott #37 F-VF Used Scott Cataloe Value 
is $600. Minimum bid is 10% of Scott, or $60. Will also sell 
to highest bidder bv Julv 1." 


[e] processing at least a portion of the received 
information into a presentation format by a 
database-to-presentation format formatting 


Nahan describes using the host computer to process item 
information stored in the database into a presentation format 
that includes an indication of category and subcategories. 
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program, the presentation format including an 
indication of the category of the item for auction; 


Nahan — 2:60-64: "Original works of art are photographed 
with high resolution cameras, converted to digital images on 
computer controlled electronic scanning equipment, 
categorized by different criteria, and stored in a complex 
computer database along with information about the artist 
and artwork." 

Nahan — 3:40-44: 'The System guides the salesperson to 

display, UIl UlC lalgCI lllUIlllUr, UllagCo Ui allWUlJt lIUill Uic 

dealer's own inventory and inventories of member dealers 
aroimd the world, categorized by different criteria." 

Nahan— Col. 8, Table 1. 

i^allall o.it J-".IFU. lllC lUllUWmg CUlf^^Utwa alC aiau 

preferably available as selection criteria via the screen of 
Table 1 : (1) Style, with the following subcategories. . ." 


[f| based at least in part on the received auction 
scheduling input, conducting an auction for the 
item over the Internet by presenting the 
presentation format to a plurality of potential 
bidders; 


See Claim 1 1 [d, e] supra. 


[g] receiving at the host computer at least, one 
bid on the auctioned item from a bidder; and 


Nahan describes receiving reservations of items and offers to 
buy items at the system 's host computer. Although Nahan 
does not describe these as "bids, " as explained above in 
connection wiin \^iaim ii, eiemeni [aj ii wouia riuvc ut^t-n 
obvious to implement Nahan in an auction format, a format 
that inherently requires receiving "bids. " 

Save the Earth — Exh. A, No. 5: "Internet users will be able 
to view full color images of the posters to be auctioned 
online, check current bids and enter tiieir own bids online." 


[h] receiving at a host computer payment 
information from the bidder. 


Nahan describes receiving at the host computer information 
about participants — who may be buyers or sellers — during 
the registration process. Included among this information is 
participant-specific payment information that is used by 
Nahan 's detailed wire-transfer based transaction processor 
to process payment for sales. During this payment clearing 
process, the host computer receives "payment information " 
from the buyer, who also has the option to modify their 
default wire transfer instructions that were previously 
received at the host computer. 

i^allall It.l-J. ine DUyillg UCalCr Coil aiDU CliCL'l ^iiaiig^a 

in the wire transfer instructions for the source of money. . ." 

Nahan — 13:62-64: "Finally, the system requests that the 
buying dealer transfer funds to pay for the purchased work. 
... The transfer is preferably made to an escrow account 
maintained by the system purveyor." 






12. The method of claim 1 1 further con^rising: 
passing the received payment information from a 


Nahan describes utilizing an external clearinghouse— a 
escrow bank associated with the host — that clears payment 
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host con^uter to a.n external clearinghouse j End 
receiving at a host computer a response from the 
external clearinghouse that payment has cleared. 


foK itBTHS end notifies the host computev that payment has 
cleared. 

Nahan — ^Fig. 25: "B[uying ]D[ealer] Bank wire transfer 
funds [to] Host Esc[row] ... [Host Escrow] Bank notifies 
host, Funds received." 






13. The method of claim 1 1 wherein the database- 
to-presentation formatting program comprises a 
database-to-worldwide web mapping module. 


Nahan described presenting item information firom the host 
computer's database to participant terminals, as explained 
above in connection with Claim 11, element [ej. Although 
Nahan does not describe a '* database-to-worldwide web 
mapping module/* as explained above in connection with 

vkiJJpd in fhf* nvi in iiftnJpTnPtit Nn.hn.fi tpnchinQ\ in a 

Worldwide Web based auction as described in Save the 
Earth. Presenting item information from a database over the 
web inherently requires some form of a ''database-to- 
worldwide weh manninp^ module the use of a markuD 
language (HTML), and a worldwide web page server. 






14. The method of claim 1 1 further comprising: 
receiving payment information from the bidder via a 
worldwide web page server executing on the host 
conputer. 


See Claims 1 1 [h], 13 supra. 






15. The method of claim 1 1 further comprising: 
processing the received payment information with a 
transaction processor to debit an account identified 
by the payment information. 


Nahan describes a detailed transaction processor which 
processes payment for items sold over the network using wire 
transfers from buyers ' accounts. The transfer of such finds 
from a buyer's account necessarily involves "debiting" that 
account. 

liallall -E^Kg* X5I_uying Jl-/|_CaiCrj OdlliS. wilC UailolCi 

■fiinHQ Ftrkl T-fr*ct PcpFrrtwl T^^inlr " 

Nahan — 13:62-14:5: "Finally, the system requests that the 
buying dealer transfer funds to pay for the purchased work. 
... The transfer is preferably made to an escrow accoimt 
maintained by the system pxirveyor." 






16. The method of claim 1 1 further comprising: 
associating the payment information with die bid 
received from the bidder. 


Nahan describes associating a buyer 's payment information 
with a purchase request from that buyer, as such 
association — if not inherent in receiving payment for a 
particular item — is necessary for the issuance of tracking 
and cancellation notices to buyers and sellers if payment is 
not received after a predetermined period of time. If 
payment information provided by a buyer were not 
associated by the system with the buyer 's purchase request, 
the system would have no way of determining which order to 
cancel and which participant to notify. 

Nahan — 14:6-14: "If the system does not receive 
notification that the buying dealer has wire transferred the 
necessary funds within a predetermined period of time 530, 
the system issues an electronic order acceptance tracking 
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notice to the buvinff dealer 532 If after another 
predetermined period of time, the system still has not 
received notification that the buying dealer has wire 
transferred the funds 536, the system cancels the order 538 
[and] issues an order cancellation notice to the buying dealer 
and the Hsting dealer 540." 






17. The method of claim 1 1 wherein the payment 
information identifies a credit card account. 


Nahan describes clearing electronic payment in the form of 
wire transfers. As explained in section 11. F. of this Protest, 
the inherent inefficiencies associated with such an approach 
would have motivated one skilled in the art to utilize any one 
of a number of forms of electronic payment (e.g., credit card 
processing, funds transfer, credit/debit accounts, 
clearinghouses, e-money) in an electronic auction. As the 
'014 application correctly concedes, each of these techniques 
was ''well known" by skilled artisans who "understood*' how 

lU IflCUrUUrUlti tiny UJ Irlt^fri Irl Ufl tricCtf l/f(<C UUUltfJfi. 

Indeed, one skilled in the art would have been motivated to 
replace the wire transfer system Nahan disclosed in its 
preferred embodiment for "high monetary value" works of 
original art with lower transaction cost credit card 
processing when using Nahan for the sale of lower priced 
items. 






18. The method of claim 1 1 wherein the 
information received from the seller includes a price 

fr*r tfip anrHnti itpm 


Nahan describes a detailed method by which the system 
assists a seller in determining an asking price that the seller 

Nahan — 13:26-28: "This approach assists the dealer in 
setting a price..." 






19. The method of claim 1 1 wherein the 
presentation format comprises a hypertext markup 
language format. 


See Claim 13 supra. 






147. The method of claim 1 1 or 26 wherein the 
communication handler program con^>rises a Unix 
daemon. 


Nahan describes managing and updating the item 
information stored in its host computer based on input 
received "over a high speed communications network on a 
dynamic real time basis. " To process such communications 
on a "real time basis" requires the use of automated 
software programmed to perform specific steps in response 
to the receipt of such communications. Such programs are 
commonly referred to as "daemons. " Although Nahan does 
not describe using a Unix operating system, it would have 
hppti nhvinii^ to ntip ^killpd in thp nrt that the onerations of 
an online system are not dependent on a particular operating 
systein such as Windows or Unix. Indeed, the use of Unix to 
implement an auction system was well known. 

Nahan 2:38-45: "a computerized system incorporating high 
resolution imaging, printing and database management, in a 
multimedia environment, for the marketing, selection, 
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purchase, and sale of unique, high monetary value 
characteristic products, including the processing of all 
documents to effect and settle the resulting transaction, over 
a high speed communications network on a dynamic, real 
time basis." See, e.g., Exh. A, No. 6 ("An EIT developer, 
Eric Rescorla, implemented the auction application using the 
company's ServiceMail public domain toolkit, Tenenbaum 
said. ServiceMail transforms UNIX applications into 
network service via E-mail, he said. 

— Secondary References / Knowledge in the Art — 
h ttp ; //w WW • weboped i a . c 0 m/TERM/d/d a e mo n . h t ml ^ 

UUtifTlUn, /v piU^Coo Ulal lUllo ill llie DaLKglUUUU ailU 

performs a specified operation at predefined times or in 
response to certain events. The term daemon is a UNIX term, 
though many other operating systems provide support for 
daemons ... Typical daemon processes include print 
spoolers, e-mail handlers, and other programs that perform 
administrative tasks for the operating system. 






148. The method of claim 1 1 wherein the 
received auction scheduling input relates to an 
auction duration. 


Nahan described making items available to buyers 
immediately upon listing. Although Nahan does not discuss 
input relating to auction duration, as discussed above in 
connection with Claim 11, element [d], it was well known in 
the art for sellers to provide input relating to the duration or 
cut-off date for auctions of their items. 

— Secondary References / Knowledge in the Art — 

Save the Earth (p. 2): "All items are autographed and v^dll 
be auctioned on the Internet from April 22, through May 21, 
1995..." 

rec.collecting,stamps — Exh, A, No. 11: "What would be 
really nice would be a "bid-broker" software. It might work 
somethine like this: ... 2, A seller sends his description, 
reserve price, cut-off-date, etc to the BidBroker." 

reccollecting.stamps — Exh. A, No. 22: "I would like to 
thank all of you who have stopped by to take a look at the 
auction pages I put up on the WWW. . . . [J]ust a reminder 
that the Auction closes at midnisht on April 8. 

reccollecting.stamps — Exh. A, No. 21: "I guess I'll try this 
too T had no*? ted this item for sale but Pot no resoonses. 
perhaps because I never gave an idea of what I wanted for it: 
LOT #2: France. Scott #37. F-VF Used. Scott Catalog Value 
is $600. Minimum bid is 10% of Scott, or $60. Will also sell 
to highest bidder bv Julv 1 ." 






149. The method of claim 1 1 wherein the 
received auction scheduling input relates to one or 


See Claim 148 supra. 



^ Attached to this Protest as Exhibit A, No. 16. 
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both of an auction starting time and an auction 
ending time. 








150. The method of claim 1 1 wherein the 
received auction scheduling input comprises an 
indication that the auction is to be started 
immediately. 


Nahan described making items available to buyers 
immediately upon listing. Indeed, one of the known 
advantages of online auctions and markets was that auctions 
for items can be conducted individually on their own 
schedule. This permitted auctions to be conducted on a daily 
basis and manually invoked with an immediate or near 
immediate start upon listing without needing to wait for a 
regularly scheduled auction to be conducted. Indeed, where 
a seller operates an auction of their own goods — as 
described in the '014 application and a host of prior art 
auctions conducted by individual collectors — the seller 
manually invokes the auction for an immediate start upon 
posting the auction to bidders. 

rec.collecting,stamps E 0295163: "There is card auction 
going on every day of the week." 

reccollecting.stamps E 0295165: "What would be really 
nice would be a "bid-broker" software. It might work 
something like this: ... 2. A seller sends his description, 
reserve price, cut-off-date, etc to the BidBroker. 3. The 
BidBroker assigns a lot number to the description, and 

reccollectin^Mamps E 0295163-64: "I'll trv one rieht here 
- LOT #1 Scott #477 Italy 100 Lire - VF NH Condition Scott 
Catalog Value for NH is $400. Will sell to highest bidder by 
Tiilv 1 19Q4 lust nlare vmir biH<; ripht her6* (\ hone this 
works) this is a really nice stamp." 






151. The method of claim 1 1 wherein the 
received auction scheduling input consists of an 
indication that the auction is to be started 
immediately. 


See Claim 1 50 supra. 






1 52. The method of claim 1 1 wherein the 
received auction scheduling input comprises an 
indication that the auction is to be invoked by the 
seller manually. 


See Claim 150 supra. 






153. The method of claim 1 1 wherein the 
received auction scheduling input con^)rises an 
indication that the auction is to be initiated at a 
future time. 


See Claim 148 supra. 






20. [a] A computer-implemented method of 
conducting auctions on the internet, the method 
comprising: 


See Claim 1 1 [a] supra. 


[b] receiving information about an item to be 
auctioned, the received information including 


See Claim 1 1 [b] supra. 


[c] (i) a designation of a category, selected from a 


See Claim 1 1 [c] supra. 
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list of categories, under which the item is to be 
auctioned, and 




[d] (ii) input relating to scheduHng an auction for 
the item; 


See Claim 1 1 [d] supra. 


[e] generating a tracking identifier to identify the 
item to be auctioned; 


Nahan described generating a tracking identifier for each 
item as well as a tracking number for each listing on the 
network. 

Nahan— 11:30-32: "IS AN stands for Intemational Standard 

Ar+Ts/nrlr 'NIiirnKf^r iJ-nrl vs/ill iicaH tlimncr limit tVif* iktf wnrlH 
/VllWUlK. i>iumDCr allU Will DC UoCU llllUUgllUUl llIC all wuiiu 

to identify individual works of art." 

Nahan — 13:29-37: . .When the images and data have been 
successfully entered into the host computer 2, the system 
provides a numbered listing acknowledgment 452 along 
with an invoice for the listings." 


[f| processing at least a portion of the received 
information to create a presentation format 
corresponding to the item to be auctioned, the 
presentation format including an indication of 
me category oi me iiem lo oe auciioneu; 


See Claim 1 1 [e] supra. 


[g] based at least in part on the received auction 
scheduling input, conducting an auction for the 
item over the Internet by presenting the 
presentation format to a plurality of internet 
participants; 


Ski>i> r^lnitn 1 1 F'fl vimr/i 
ijcc \»/lallll 1 1 |_1J o Uj/r u. 


[h] receiving at least one bid for the item from at 
least one internet participant; 


See Claim 1 1 [g] supra. 


[i] providing to the internet participant 
instructions for sending payment information to 
pay for the auctioned item. 


Nahan describes issuing wire-transfer payment instructions 
to buyers. 

Nahan — Abstract: "Instructions to coirqjlete the purchase 
are automatically generated and communicated to the 
intelligent terminals corresponding to the appropriate listing 
dealer and the appropriate buying dealer." 

i^anan — 'i.i-o: usuig single cornmanas, a series oi 

ClCLllUniC LUIllIllUIllLallUnS alC lIllLlalCU. uClWCCIl Ulv HUM 

computer and the buying and listing dealers to effect, and 

ultimately consummate, the transaction. These include 

piu-chase and sale invoices, wire transfer instructions, 

cnnfirmatinriQ nf* QHinrnptit anH rpppint anH a miiTibpr of other 
^v/iiiii iiiaLiuiio ui. oiiiL^iii&iit aiiu iw^^iLii, oiiu a iiuiiiL/d vi viuvx 

documents." 






21. [a] The method of claim 20 wherein 
conducting an auction for the item comprises 

nnPTiiTio nn miptirtti nrrtr*pcc tc\ ■nnrt'ir'iniintc r*n tVi^ 
u^viiiii^ all auciiuii i^iu^Coa lu |Ju.iiivi|JaiiLo Uii liic 

internet; and 


See Claim 1 1 [a] supra. 


[b] further comprising automatically closing the 
auction process to the intemet participants based on 
a predetermined condition. 


Nahan describes closing an item 's availability for sale based 
on the satisfaction of predetermined conditions (i.e., receipt 
of a reservation or a buy-order). Although Nahan does not 
describe closing an auction, all auctions are closed based 
on a predetermined condition, be it reaching an end time, 
passage of a period of time without a higher bid, the seller's 
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accepiunce oj a DIG, Or reaCftifig a puriicuiar price 

Save the Earth (p. 2): "All items are autographed and will 
uc auLuuiicu uii inc inicnici irom /\prii zz, inrougn iviay zi, 
1995..." 






22. The method of claim 20 further comprising: 
receiving me Diu lor me auciioneu iiem via a woriu 
wlue weu uagc bcivci iiiiciiaLC. 


See Claim 1 3 supra. 






23. The method of claim 20 further comprising: 
receiving payment information from the participant, 
the payment information being associated with the 
bid. 


See Claim 1 6 supra. 






24, [a] The method of claim 20 further 
comprising: receiving from the participant payment 
information identifying a credit card account, 


See Claim 1 7 supra. 


[b] passing the credit card account information to a 
clearinghouse and receiving authorization from the 
clearinghouse that payment with the credit card has 
cleared. 


Nahan describes clearing payment by wire transfer through 
an external clearinghouse which provides notification that 
payment has cleared. Although Nahan does not expressly 
describe credit card processing, as explained above in 
connection with Claim 1 7, it would have been obvious to one 
skilled in the art to implement credit card processing. Such 

jjt UL-^ooin^ inft^t^tmy tftvi/tvdj ptijotri^ i^fcuii L'UfU m,i>Ut4fll 

ififortnation to find rpcpivinQ tiuthnriTntinn irnm nn pYfpmnl 
credit card clearinghouse. 

Nahan — Fig. 25: "B[uying ]D[ealer] Bank wire transfer 
funds [to] Host Esc [row] ... [Host Escrow] Bank notifies 
host, Funds received." 






25. [a] The method of claim 20 further comprising: 
receiving payment information from the participant, 


See Claim 1 1 [h] supra. 


[b] clearing the payment information, and 


Nahan describes utilizing an external clearinghouse — a 
escrow bank associated with the host — that clears payment 
for items and notifies the host computer that payment has 
cleared. 

Nahan — Fig. 25: "B[uying ]D[ealer] Bank wire transfer 
funds [to] Host Esc[row] ... [Host Escrow] Bank notifies 
host, Funds received." 


[c] transferring legal ownership of the item to the 
participant. 


One of the stated objects of the Nahan patent was ''to enable 
dealers to electronically market their artwork and 
electronicallv consummate transactions involving such 


artwork on a worldwide basis. " Nahan at 2:28-30. To that 
end, the Nahan patent describes "a series of electronic 
communications are initiated between the host computer and 
the buying and listing dealers to effect, and ultimately 
consummate, the transaction. " Nahan at 4:1-4. 

It would have been obvious to one of ordinary skill in the art 
that the electronic "consummation " of a sales transaction by 
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the "host computer" would involve an agreement 
authorizing the Nahan system to transfer legal ownership of 
an item from a seller to a buyer. 






1 54. The method of claim 20 wherein the 
received auction scheduling input relates to an 
auction duration. 


See Claim 148 supra. 






155. The method of claim 20 wherein the 
received auction scheduling input relates to one or 
both of an auction startins time and an auction 
ending time. 


See Claim 148 supra. 






1 56. The method of claim 20 wherein the 
received auction scheduling input comprises an 
indication that the auction is to be started 
immediately. 


See Claim 150 supra. 






157. The method of claim 20 wherein the 
received auction scheduling input consists of an 
indication that the auction is to be started 
immediately. 


See Claim 150 supra. 






158. The method of claim 20 wherein the 
received auction scheduling input comprises an 
indication that the auction is to be invoked by the 
seller manually. 


See Claim 150 supra. 






159. The method of claim 20 wherein the 
received auction scheduling input comprises an 
indication that the auction is to be initiated at a 
future time. 


See Claim 148 supra. 






208. The method of claim 2 1 wherein the 
predetermined condition is defined at least in part 
by the received auction scheduling input. 


Nahan describes closing an item 's availability for sale based 
on the satisfaction of predetermined conditions (i.e., receipt 
of a reservation or a buy-order). Although Nahan does not 
describe closing an auction, all auctions are closed based on 
a predetermined condition, be it reaching an end time, 
passage of a period of time without a higher bid, the seller's 
acceptance of a bid, or reaching a particular price. 
Terminating an auction based on a predetermined cutoff date 
specified by a seller was among the most common practices 
in prior art online auctions. 

Save the Earth at 2—Exh. A, No. 5: "All items are 
autographed and will be auctioned on the Internet from April 
22, through May 21, 1995..." 

reccollecting.stamps — Exh, A, No. Ill "What would be 
really nice would be a "bid-broker" software. It might work 
somethine like this: ... 2. A seller sends his description, 
reserve price, cut-off-date, etc to the BidBroker. . . . 4. 0« the 
cut-off-date., the BidBroker determines the winning bidder 
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33. A system for conducting auctions on the 
internet, the system comprising: 


See Claim 1 1 [a] supra. 


an aiirtinn itpm nrpcf^ntatinn rtif^firic fnr 

Mil mUVI-IVII llvlll Lfl vSVIllMllUlI lllCallS lUI 

presenting items for auction-to-auction 
participants connected via the internet, the 
auction item Dresentation meanc nresentinp 
items for auction arranged into item categories, 


Spp f^laim 1 1 fpl ^unvfi 


each item for auction being associated with an 
item category designated by a seller of the item 
to he auctioned! 


See Claim 1 1 [c] supra. 


an auction process means for executing an 
aiirtion nrorp^c for thp itpm hacpH at Ipact in nart 
on scheduling input received from the seller; 


See Claim 1 1 [f] supra. 


an auction hid rpcinipnt nrtpan^ for rprpivincr 
during the auction process, at least one bid for 
an item being presented by the auction item 
presentation means; and 


Spp (^lai'm 1 1 rpl ^tiTyrn. 


payment recipient means for receiving payment 
information from a bidding participant, 


See Claim 1 1 [h] supra. 


the payment information corresponding to the 
item for which the bid was received. 


See Claim 16 supra. 






34. The system of claim 33 further con^rising 
payment verification means for passing received 
payment infonnation to an external clearinghouse 
for verification. 


See Claim 12 supra. 






35. The system of claim 33 wherein the auction 
item presentation means comprises a database-to- 
nresentatioTi formatting nroffram for manninty 
information from a database into a worldwide web 
format. 


See Claim 1 3 supra. 






36. The system of claim 33 further conq)rising: a 
transaction processor to debit an accoimt identified 
by the payment information if the received bid is 
approved. 


Spp Claim 1 5 simrn 






37. The system of claim 33 wherein the received 
payment information identifies a credit card. 


See Claim 1 7 supra. 






38. The system of claim 36 wherein the payment 
information identifies a credit card and 


See Claim 17 supra. 


wherein the transaction processor charges the credit 
card for the payment associated with the approved 
bid. 


See Claim 1 5 supra. 






39. The system of claim 33 wherein the auction 
item presentation means presents the auction item 
information as a markup language page. 


See Claim 13 supra. 






1 60. The system of claim 33 wherein the 


See Claim 148 supra. 
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received auction scheduling input relates to an 
auction duration. 








161 . The system of claim 33 wherein the 
received scheduling input relates to one or both of 
an auction starting time and an auction ending time. 


See Claim 148 supra. 






162. The system of claim 33 wherein the 
received scheduling input comprises an indication 
that the auction process is to be started immediately. 


See Claim 1 50 supra. 






163. The system of claim 33 wherein the 
received scheduling input consists of an indication 
that the auction process is to be started immediately. 


See Claim 150 supra. 






164. The system of claim 33 wherein the 
received scheduling input comprises an indication 
that the auction process is to be invoked by the 
seller manually. 


See Claim 150 supra. 






165. The system of claim 33 wherein the 
received scheduling input comprises an indication 
that the auction process is to be initiated at a future 
time. 


See Claim 148 supra. 






40. [a] An auction participant system for 
enabling participation in an online auction 
conducted over a packet-switched network, the 
auction participants including sellers of items to 
hp 9iirtinTipH and hiridprc nn thp itptnc fn hp 
auctioned, the system comprising: 


It would have been obvious to one skilled in the art to 
implement Nahan *s teachings in an Internet or Worldwide 
Web based auction as explained above in connection with 
Claim 11, element [a]. Communications over the Internet or 
worldwidp wph nvp inhpfptttlv tvnfi^Ttiittpd nvpr o. ^^jyaclcet- 
switched network. " 

Spp httn'/ZcnYnnufpr how^tuflfwnrlc^ rom/rnutPT httn/nrintable ^ 
("Internet data, whether in the form of a Web page, a 
downloaded file or an e-mail message, travels over a system 
known as a packet-switching* network.") 


[b] an auction item receiving means for 
receiving a page of information including one or 
more items available for auction, 


See Claim 1 1 [b] supra. 


[c] the received page of information including a 
designation of item categories with which the 
items for auction are associated, each seller 
designating an item category for that seller's 
item to be auctioned; 


See Claim 1 1 [c] supra. 


Idl an auction process means for executing an 
auction process corresponding to the item based 
at least in part on scheduling input received from 
the seller; 


See Claim 1 1 [f] supra. 


[e] an auction bid input means for inputting a 
bid for at least one of the items presented in the 
received page and for inputting payment 


See Claim 1 1 [g, h] supra. 



^ Attached to this Protest as Exhibit A, No. 17. 
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information associated with the bid; and 




[f] bid transmission means for transmitting the 
bid and payment information via the packet- 
switched network to a remote bid processor 
wstem. 


See Claim 1 1 [g] supra. 






4 1 . The system of claim 40 wherein the 
received page comprises a markup language page 
and wherein the auction item receiving means 
roTTmn«*es a weh Hrowser connected via the internet 
to a server at the remote bid processor system. 


See Claim 13 supra. 






42 The svstem of claim 40 wherein the 
payment information identifies a credit card 
provided by the auction participant to pay for the 
item in the amount of the bid. 


See Claim 1 7 ^unra 






166. The system of claim 40 wherein the 
received auction scheduling input relates to an 
auction duration. 


See Claim 148 supra. 






167. The system of claim 40 wherein the 
received scheduling input relates to one or both of 
an auction starting time and an auction ending time. 


See Claim 148 supra. 






168. The system of claim 40 wherein the 
received scheduling input comprises an indication 
that the auction process is to be started immediately. 


See Claim 150 supra. 






1 fiQ The ^v^tem of claim 40 wherein the 
received scheduling innut consists of an indication 
that the auction process is to be started immediately. 


x^p/? {*^laim 1 SO vunr/j 

kJCC' V^lAllll X jyj ^l€iyt u. 






1 70. The system of claim 40 wherein the 

rpcpivpH scheHnlinff inr^iit comriTiseQ an indication 
that the auction nrocess is to be invoked hv the 
seller manually. 


See Claim 150 supra. 






171 The svstem of claim 40 wherein the 
received scheduling input comprises an indication 
that the auction process is to be initiated at a future 
time. 


Spp Claim 1 48 ^unra 






43. [a] A system for auctioning a uniquely 
identified item over a packet-switched network, 
the system comprising: 


See Claim 40[a] supra. 


[b] a database of data records, each data record 
relating to an item and comprising an identifier 
to uniquely identify the item and 


Nahan describes a database of item data records including 
unique item identifiers. 

Nahan — 2:60-64: "Original works of art are photographed 
with high resolution cameras, converted to digital images on 
computer controlled electronic scanning equipment, 
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categorized by different criteria, and stored in a complex 
computer database along with information about the artist 
and artwork." 

Nahan— 11:30-32: "ISAN stands for Interaational Standard 
Artwork Number and will be used throughout the art world 
to identify individual works of art." 

Nahan l'?*29-37: " When the images and data have been 

successfully entered into the host computer 2, the system 
provides a numbered listing acknowledgment 452 along 
with an invoice for the listings." 


[c] an item category, designated by a seller of the 
item, under which the item is to be offered for 
auction; 


See Claim 1 1 [c] supra. 


[d] an auction system, accessible by a plurality 

xii |iai via iiic |iai.Kcl.~aVTiidicu iiciwui iv, 

that presents an item for auction by providing a 
mark-up language page of information 
corresponding to an item that is available for 
auction during a snecified time, the mark-un 
language page of information including an 
indication of the item's category; 


See Claim 1 1 [e] supra. 


Icl wherein the auction svstem executes an 
auction process corresponding to the item based 
at least in part on scheduling input received from 
the seller of the item, 


See Claim 1 1 [fj supra. 


[fl receives bids from one or more of the 
participants over the packet-switched network 
and 


See Claim 1 1 [g] supra. 


Iff] tprnniiidtp^ thp siiictinri whpn nni^ nr mnrp 
nredetermined criteria are satisfied: and 


Spp C^laim 7 1 Phi ^unrn 


[h] wherein the auction system transmits to a 
selected auction participant information about 
where the selected auction participant should 
submit payment information for the auctioned 
item. 


See Claim 20 [i] supra. 






44. The system of claim 43 wherein the 
auction system refuses to accept bids after the one 
or more predetermined criteria have been satisfied. 


Nahan described refusing to accept offers to purchase an 
item after predetermined criteria. Although Nahan does not 
expressly describe closing an auction, as explained above in 
connection with Claim 208, all auctions by their very nature 
must end. One of ordinary skill in the art would understand 
that no bids would be accepted after an auction ended; 
indeed, if bids are still accepted an auction has not ended. 

AJgliori *'Tf thf* piiQtnmpr lilfpc a nfirtinilar work 

but Has not firmlv decided to nurchase it the ^lalesnerson can 
reserve it throughout the entire dealer network for a limited 
time period. Dining this period no one else can purchase the 
artwork, which is marked on the monitor, for anv dealer 


viewing it with a 2reen dot fcustomarilv used for *hold* sign 
in galleries everywhere)." 






45. The system of claim 43 wherein the auction 


See Claim 1 3 supra. 
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system comprises a web page server interface for 
receiving bids from auction participants connected 
to the auction system via the world wide web. 








46. The system of claim 43 wherein the auction 
system receives payment information with each bid. 


Nahan discloses receiving payment information with each 
purchase order. Although Nahan does not describe auction 
bids — which are merely forms of purchase request— it would 

hn\}p hiif^fyi nh^nnnv in rtno vh'i1l£>rl in the^ nrf Tf^rpivp nnn 

ftUVC Ut^Cri L/UviUUj IrU Uflx^ ol^lll^U III Iflt^ Uf I (1/ / CCCiKt Uftu 

TivncPK^ Tifivtyipfit infnrmnfirtn with pnrh hid h/foreover one 

skilled in the art would have been motivated to do so to 
protect the integrity of the auction system by reducing the 
likelihood of having to repeat an auction because a bidder 
was unable to pay and by minimizing the need for protracted 
collection efforts. 






47. The system of claim 46 wherein the 
auction system receives payment information 
identifying a credit card account, and transmits the 
credit card account information to a remote 
verification system before processing the bid. 


See Claim 46 supra. 






48. The system of claim 47 wherein the 
auction system selects a bid based on the one or 
more predetermined criteria, 


See Claim 44 supra. 


processes the credit card accoimt for the amount of 
the bid, and 


See Claim 24 [b] supra. 


transfers legal ownership of the item to the 
participant that submitted the bid. 


See Claim 25 [c] supra. 






172. The system of claim 43 wherein the 
received auction scheduling input relates to an 
auction duration. 


Spp Claim 1 48 ^unra. 






173. The system of claim 43 wherein the 
received scheduling input relates to one or both of 
an auction starting time and an auction ending time. 


See Claim 148 ^unra 






174. The system of claim 43 wherein the 
received scheduling input comprises an indication 
that the auction process is to be started immediately. 


Spp Claim 1 50 ^unra 






175. The system of claim 43 wherein the 
received scheduling input consists of an indication 
that the auction to be started immediately. 


See Claim 1 50 supra. 






176. The system of claim 43 wherein the 
received scheduling input comprises an indication 
that the auction process is to be invoked by the 
seller manually. 


See Claim 150 supra. 






1 77. The system of claim 43 wherein the 
received scheduling input comprises an indication 
that the auction process is to be initiated at a future 


See Claim 148 supra. 
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time. 








1 89. The system of claim 43 wherein the 
received scheduling innut comnrises an indication 
that the auction process to be initiated at a future 
time. 


This claim is identical to Claim J 77. 






209. The system of claim 43 wherein the one or 
more predetermined criteria are defined at least in 
part by the received scheduling input. 


See Claim 44 supra. 






49. [a] An auction participation system, in 
communication with an auction processor that 
processes bids for items being auctioned, for 

cllalllllig paniCipallUIl 111 all UUllIlt; allCllUll UVci a 

packet-switched network the auction 
participation system comprising: 


See Claim 40[a] supra. 


[b] an auction page recipient means that 

1 CVCiVCS 11 Vlll a 3vl VCl Ml lllC mUCIIUII |/1 UCCSSUI a 

page containing information about at least one 
item being auctioned, the received page including 


See Claim 1 1 [b] supra. 


[c] a designation of an item category with which 

thp sti Ipfict nnp itpm tipincy inirtinnpfl ic 

t-UC Ml ICm31 UUC llCllI LVCIll^ dll^llvllCU 19 

associated, the item category being specified by a 
seller of the item; 


See Claim 1 1 [c] supra. 


fHl on mii*tinn nfnppcG mpanc fVkf pfinHn^^ino €tn 
[Uj Mil Mii^^iiuii |li UVCsa IliCMlIa lUI CilllUUdlllg Mil 

internet-based auction of the item based at least 
in part on scheduling input received from the 
seller of the item; 




[e] bid input means for enabling a participant to 
input a bid for submission to the auction 
processor via the packet-switched network; 


See Claim 1 1 [g] supra. 


[fl bid award receiving means for receiving an 
indication that the bid was awarded to the 
participant; and 


Nahan describes providing an electronic indication to all 
participants — including the buyer — that an item was 
awarded to a buyer. Although Nahan does not expressly 
discuss awarding a winning auction bid, it would have been 
obvious to one skilled in the art to incorporate such 
notification in an online auction, as evidenced by a number 
oj prior art online auctions. Indeed, every auction inherently 
involves awarding an item to the winning bidder and 
notifying that bidder that they had won the auction. 

Nahan — ^3:63 - 4:6: "If the customer decides to make the 
purchase, notification is instanth sent throughout the global 


network ... and it is marked on the monitor with a red dot 


(customarily used for a "sold" sign in galleries everywhere). 

reccollecting.siamps — Exh, A, No, 20: "Any day when 
there is no new bids, seller marks lot as 'going once*, when 
there are two consecutive days with out any action on a lot, 
seller posts 'going twice'. If no bids follow after than mark 
lotsoldr 
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reccollecting. Stamps — Exh, A, No. 11: "What would be 
really nice would be a *bid-broker' software. It might work 
something like this: ...4. On the cut-off-date^ the BidBroker 
determines the winning bidder and the winning price 
(realisation) and forwards this info to the seller and the 


winnins bidder. The seller and winning bidder communicate 
directly to complete the transaction." 


[g] payment information input means for 
enabling the participant to input payment 
information in response to receiving a bid award. 


See Claim 1 1 [h] supra. 






50. The system of claim 49 wherein the 
auction page receiving means comprises a web 
browser system that accesses a server at the auction 
processor to receive the page. 


See Claim 1 3 supra. 






5 1 . The system of claim 49, wherein the 
auction participation system receives payment 
information with each bid. 


See Claim 46 supra. 






52. The system of claim 5 1 wherein the 
auction participation system receives payment 
information identifying a credit card account and 
transmits the credit card account information to a 
verification system before processing the bid. 


See Claim 46 supra. 






53. The system of claim 52 wherein the 
auction participation system selects a bid based on 
one or more predetermined criteria, 


See Claim 44 supra. 


processes the credit card account for the amount of 
the bid and 


See Claim 17 supra. 


transfers legal ownership of the item to the 
participant that submitted the bid. 


See Claim 25 [c] supra. 






178. The system of claim 49 wherein the 
received auction scheduHng input relates to an 
auction duration. 


See Claim 148 supra. 






179. The system of claim 49 wherein the 
received scheduling input relates to one or both of 
an auction starting time and an auction ending time. 


See Claim 148 supra. 






1 80. The system of claim 49 wherein the 
received scheduling input comprises an indication 
that the auction is to be started immediately. 


See Claim 150 supra. 






181. The system of claim 49 wherein the 
received scheduling input consists of an indication 
that the auction is to be started immediately. 


See Claim 1 50 supra. 






182. The system of claim 49 wherein the 
received scheduling input comprises an indication 
that the auction is to be invoked by the seller 


See Claim 1 50 supra. 
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183. The system of claim 49 wherein the 
received scheduling input comprises an indication 
that the auction is to be initiated at a future 


Ses C!laim 148 ^unrti 






54. A system for facilitating commerce at 
an internet-based auction, the system 
comprising: 


See Claim 1 1 [a] supra. 


auction item receiving means for receiving from 
one or more auction participants information 
regarding an item to be posted for an auction, 


See Claim 1 1 [b] supra. 


the received information including a designation 
of a category, selected from a list of categories, 
under which the item is to be auctioned; 


See Claim 1 1 [c] supra. 


aUClIUU prUCcsaUr Illcalla lUF prULcssing 

information received by the auction item 
receiving means and presenting the processed 
information in a format to be transmitted to 
auction participants over a packet-switched 

nptwnrk thp ffivnmt inrliiHincy nn inHirsitinn nf 

the category of the item to be auctioned, 


oee i^iaim 1 1 [ej supra. 


the auctinn nrnrt^c^nr mpanc inrliiriino an 
auction process means for executing an auction 
process for the item based at least in part on 
scheduling input received from the seller of the 
item; and 




bid receiving means for receiving bids for the 
item presented to auction participants. 


See Claim 11 Fp! sunra 






1 84 The sv<!tem of claim S4 wherein the 
received auction scheduling input relates to an 
auction duration. 








1 85. The system of claim 54 wherein the 
received scheduling innut relates to one or hoth of 
an auction starting time and an auction ending time. 


See Claim 148 supra. 






1 86. The system of claim 54 wherein the 
received scheduling innut comnrises an indiration 
that the auction process is to be started immediately. 


See Claim 150 supra. 






1 87. The system of claim 54 wherein the 
received input consists of an indication that the 
auction process is to be started immediately. 


See Claim 150 supra. 






1 88. The system of claim 54 wherein the 
received scheduling input comprises an indication 
that the auction process to be invoked by the seller 
manually. 


See Claim 150 supra. 






55. [a] A computer-implemented method of 


See Claim 1 1 [a] supra. 
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facilitating internet auctions, the method 
comprising: 




[b] receiving information from a seller including 
(i) information about an item to be auctioned at a 
computer system programmed to receive 
information over a communication network, and 


See Claim 1 1 [b] supra. 


Icl (v^ innut relatin? to ^chedulinp an auction for 
the item, 


See Claim 1 1 fdl suvra. 


[d] the auction item information including a 
selection of a predetermined category, the 
nrerlptermined cateporv selected hv the ^ellpr 
from a predetermined list of categories 
maintained by the computer system; 


See Claim 1 1 [c] supra. 


[e] based on at least a portion of the information 
received from a seller, generating a unique item 
identifier by a program executing on the 
computer system; 


See Claim 20 [e] supra. 


[f] notifying the seller of the unique item 
identifler generated in response to receiving 
information about the item to be auctioned; 


Nahan described generating a tracking identifier for each 
item as well as a tracking number for each listing on the 
network that was provided to sellers upon receipt of the 
listing. 

Nahan— 11:30-32: "ISAN stands for International Standard 
Artwork Number and will be used throughout the art world 
to identify individual works of art." 

Nahan — 13:29-37: . .When the images and data have been 
successfully entered into the host computer 2, the system 
provides a numbered listing acknowledgment 452 along 
with an invoice for the listings." 


\v\ baced at lea<it in nart on th^ received anctinn 

IgJ ■yuSVU CI ti IVASL 111 LrMl t. Ull lllV 1 bVVl ▼ bU WUV^IVII 

scheduling input, auctioning the item at the 
computer system with an auction process 
program, 


Spp dlaim 1 1 Ffl ^unra 


[h] the auction process program indicating the 
predetermined category selected by the seller 
and identifying the item to be auctioned; 


See Claim 1 1 [e] supra. 


[i] presenting the auction to a plurality of auction 
participants via a computer network in response 
to a request to display information about the 
item to be auctioned, the request to display the 
item's information being processed by a 
computer program executing on the computer 


Nahan describes presenting item information organized by 
category and subcategory over a high speed communications 
network in response to participant requests to display such 
information. 

Nahan — 3:40-44: "The System guides the salesperson to 

disttlav fill tfip larofr moriitnr imafp*; nf artwfirV firom the 

dealer's own inventory and inventories of member dealers 
around the world categorized bv different criteria " 

Nahan — 7:66-8:1: "the dealer may enter a variety of 
selection criteria to identify artwork which comports with the 
client's taste or desire 52." 


[j] receiving at the computer system at least one 
bid on the item being auctioned, 


See Claim 1 1 [g] supra. 


|k] the computer system updating a display of 
the item's information in response to receipt of 


Nahan described updating an item 's display in response to 
reservations or purchase requests by displaying a green or 
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the at least one bid. 


red dot Although Nahan does not expressly describe 
updating an auction hid display, as explained above in 
connection with Claim I J, element [a], it would have been 
obvious to implement Nahan in an Internet auction format 
In such auctions it was well known to update an item's 
display to indicate the current high bid, as such updating is 
necessary to inform prospective bidders of how high they 
must bid if they desired an auction item. 

Nahan — 3:57 - 4:6: "If the customer likes a particular 
work, but has not firmly decided to piirchase it, the 
salesperson can reserve it throughout the entire dealer 
network for a limited time period. During this period no one 
else can purchase the artwork, which is marked on the 
monitor, for anv dealer viewins: it with a zreen dot 


(customarily used for 'hold' sign in galleries everywhere). If 
the customer decides to make the purchase, notification is 
instantlv sent throughout the global network ... and it is 


marked on the monitor with a red dot (customarily used for a 
"sold" sign in galleries everywhere). ..." 

rec.collecting, stamps — Exh, A, No, 21: Auctions can be 
more imeiacnve man sxamp uiu do drub, ociicr ucdciiuca lui, 

QTiPPifiPC nriniTmim V*it RiHHprc pmJiil HiHq ^pIIpv TiCi^t^ 

o^C'k^iliCo llillilillUlIi Uil. OluUda C/liiClll L/IUO. kJC-ltC-f f/wom 

follow up next dav with name of hi^^hest bidder and what thev 


bid.. Anv dav when there is no new bids, seller marks lot as 


'soins once', when there are two consecutive davs with out 


anv action on a lot seller posts 'soing twice'. If no bids 


"fnllrfXAj nftcfr thnrt mnflr lf\f c/^J/f " 

fLftlLfVv Uflt^f IrlUrt rrlUf n lUl JiJlll, 






64. The method of claim 55 wherein the 
information received from a seller ftirther conprises 
an item subcategory, selected by the seller from a 

lilt of itpm siibcatppnrip^ iitiHpr whiph tlip itpin i<i in 
be offered for auction 


See Claim 1 1 [c] supra. 






65. The method of claim 55 wherein the 
information received from a seller conqjrises a 
verbal description of the item or a graphical 

dpnirtinn of thp itpm nr bntb 


See Claim 1 1 [b] supra. 






66. The method of claim 55 wherein the 
information received from a seller conq)rises a 
verbal description of the item, the verbal description 
including subjective information supplied by the 
seller. 


See Claim 65 supra. 






67. The method of claim 66 wherein the 
subjective information includes one or more of 
following: condition of the item being offered for 
auction, authenticity of the item being offered for 
auction or special features of the item being offered 
for auction. 


See Claim 65 supra. 
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68. The method of claim 55 wherein, prior to 
supplying information, the seller registers to sell 
items for auction. 


Nahan describes registering accounts for participants based 
on identity and financial information. 

Nahan — Fig. 4, items 42-50: "A new client? ... Create row 
new client record ... Enter new client info now? ... New 
client entry . . . Client File" 

Nahan — 12:11-22: "The client information option, which 
is available on the Search screen, the Vignette screen and the 
Large Image screen, gives the user the ability to complete the 
detailed client information. In other words, a new client 
button is clicked and a prompt appears requesting input of 
the new client's name. As shown in FIG. 14, after the client's 
name is input 321, the system then checks the client database 
file 332 to verify that the client is not akeady on the system 
322-326. The system then pron^ts for additional information 
about the client 328 and then stores all input information 330 

a rlipTit rpmrH in tViP rlipnt HataHa<*p fil** '^'^7 " 
ck.a a diciiL iC^Uiu LLX lilt viiwiii LiaiaL'ao& iii^ j^^.. 

Nahan — 13:62-66: "Finally, the system requests that the 
buying dealer wire transfer funds to pay for the purchased 
work 522. At this time, the listing dealer can issue modified 
wire transfer instructions such as name and address of bank 
to receive funds 524, 526." 






69 The method of claim 68 wherein 
registering the seller comprises receiving identity 
information from the seller. 


See Claim 68 supra. 






70. The method of claim 68 wherein 
registering the seller comprises receiving financial 
information from the seller. 


See Claim 68 supra. 






7 1 . The method of claim 68 wherein 
registering the seller con^)rises opening a debit / 
credit account for the seller. 


Nahan describes registering participants by establishing 
accounts upon registration in which identity information and 
financial information (wire transfer account information) as 
explained above in connection with Claim 68. Nahan further 
describes transferring purchase funds from and to existing 
financial accounts of buyers and sellers, which inherently 
involves debiting and crediting those accounts. While it 
would not be desirable for the system to 'fioat*' payment on 
behalf of purchasers for the high monetary value artwork 

/iiv/^nw£>/i in Af/ih/nn *c nfi?T£^rr£>/1 £ffnh/^/iitfti>nf it vuntJi/i nfl'VP 

hppn nhvinii^ in nnp nf ^kill in thp nrt that thp Kv^tem could 
establish credit/debit accounts for buyers and sellers of less 
expensive goods such as stamps and other collectables. 
Indeed, the use of such accounts with periodic collections 
(e.g., pay merit of the monthly balance of the account) was 
well known in the art for the sales of lower priced goods. 






72. The method of claim 7 1 fiarther conq^rising 
debiting the seller's account by an amount 
corresponding to a seller's fee. 


See Claim 7 1 supra. 
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73. The method of claim 7 1 further comprising 
crediting the seller's account by an amount 
corresponding to the purchase price of an item sold 
at auction. 


See Claim 71 supra. 






74. The method of claim 55 wherein the seller 
logs into the auction con^uter system from a 
computing platform in order to provide information 
about an item to be auctioned. 


Nahan describes participants — both buyers and sellers — 
accessing the computer from a computer terminal to enter 
and access information about items for sale. 

Nahan — Abstract: "A pliu-ality of preprogrammed 
intelligent terminals each having data storage and retrieval 
equipment, at least one display screen, and at least one input 
device, located at at least one listing dealer location and at at 
least one buying dealer location commimicate with the main 
con^uter." 

Nahan — 5:54-56: "The regional node computer 
configuration(s) 4 preferably comprise the same 
cuiLLiguiaiiuii do ulc iiuoi LumpuiCi dy^icin z.. 

Nahan — 7:37-42: "The sales suite 10 is an intelligent 
terminal comprising a computer 21, a keyboard 17 and a 
pointing device (mouse) 19, a work monitor 13 (for text 
input and review), and a view monitor 1 1 (for viewing 
images) mounted in a wall unit associated with a table 15." 






75. The method of claim 74 wherein the 
seller's computing platform comprises a personal 
conrrnuter a workstation a cable set-ton device a 
video game system or a portable computing device. 


See Claim 74 supra. 






76. The method of claim 55 wherein an 
auction participant logs into the auction computer 
system from a confuting platform in order to 
browse or bid on items offered for aiirtion 


See Claim 74 supra. 






77. The method of claim 76 wherein the 
auction participant's conqjuting platform corrqjrises 
a nersonal conrmuter a workstation a cable set- ton 
device, a video game system or a portable 
computing device. 


See Claim 74 supra. 






78. The method of claim 55 wherein the seller- 
provided information mcludes a reserve price for 
the item to be auctioned. 


See Claun 18 supra. 






79 The method of claim 78 wherein the 
seller's reserve price is not revealed to auction 
participants. 


pxtylfiifipd nhnvp in mtinprtinn with C^lfiitn. 1R ^pliers 
provided prices with their listings in Nahan. It would have 
been obvious to one skilled in the art to modify this teaching 
in an auction format to provide a minimum acceptable bid or 
reserve price. Although Nahan posted the asking price for 
an item, one of ordinary skill in the art in 1995 would have 
been motivated to not reveal the minimum acceptable bid or 



23 



Serial No. 09/253,014 



Protest Under 37 C.F.R. §1.291 

APPENDIX III 



1 *^^0M?o(aysnw}5 1 






reserve price, as it was well-known in the art that the use of a 
confidential reserve price protected a seller's interests. 

— Secondary References / Knowledge in the Art — 

See, e.g., Exh. A, No. 18 at 97-98 {''The live-auction process 
works well when combined with the use of a reserve price 
establishing the minimum amount acceptable to the seller. 
This device protects the seller from having to 'give away' 

aSSciS al UlircailSnCaliy iOW DiUb, uicrcaSing Ulc dVCIagC 

cf*l liner nrir*^ fn nil cpllprc ovpt Htrif* 
ovillll^ piiUC lU ail oCliCio UVCi llillv. J. 

See, e.g., http://www.auctioneerscanada.com/auctglos.html 
("Auction with Reserve: An auction in which the seller 
reserves the right to accept or decline any and all bids. A 
minimum acceptable price may or may not be disclosed. ") 






80. The method of claim 55 wherein prior to 
bidding on an item an auction participant browses 
the predetermined list of categories to search for 
desired items on which to place bids. 


Nahan describes presenting item information organized by 
predetermined categories that a potential buyer may browse 
or search before selecting an item for purchase. 

iiMiiaii — ^j«*TU-t*i» i ne oysicm guiucs inc baicapciouii lu 
ulop lay, uii mc larger muiiiiur, ujiagco ui aiiwuiK ixuiii iiic 
dealer's own inventory and inventories of member dealers 
aroxmd the world, categorized by different criteria." 

Nahan — 7:66-8:1: "the dealer may enter a variety of 
selection criteria to identify artwork which comports with the 
client's taste or desire 52." (7:66-8:1) 






8 1 . The method of claim 55 wherein the seller 
ships an item purchased at auction to a destination 
specified by the purchasing auction participant. 


Nahan describes sellers shipping items to buyer-specified 
locations. 

Nahan — 4:22-26: "It also enables individual owners to offer 
their artwork for sale to a wide audience in a forum other 

Ulall all aUCllUn, WmiC aiiOWlIlg LIlClIl lU iClalll piiyblVal 

possession of such artwork until it is sold." 

Nahan — 13:56-59: "At the same time, an order acceptance 
510 is conveyed to the buying dealer as well as an inquiry as 
to any change in the buying dealer's defauU shipping 
instructions 512." 






82. The method of claim 55 wherein the seller- 
provided information includes an indication from 

the <ieller whpthpr thp itpm nffprpH fnr anrtinn ta 

be advertised to potential bidders. 


Although Nahan does not expressly describe permitting 
sellers to specify whether their item is to be "advertised, " the 

were well known prior to April 1995. Indeed, advertising 
was one of the earliest recognized sources of revenue on the 
Internet and it was known in the art that the advertising 
industry was '^investing heavily** in online transactional and 
auction systems. 

Save the Earth at I— Exh, A, No. 5: "The 
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telecommunications, retail, advertising and other industries 
are presently investing heavily in online tests and trial 
*iprvice<\ fiimpH at tannine into what manv believe will be a 
major marketing and sales channel in the near future."; (p. 
2): "The online communications and World Wide Web 
access services ... are being contributed by ... Global 
Commerce Link."; "GCL products and services support 
interactive sales transaction, marketing, advertising, and 
customer service applications on the Internet. , ." 






83. The method of claim 82 wherein the 
advertisement appears on a main web page 
maintained by the auction computer system. 


See Claim 82 supra. 






84, The method of claim 83 wherein the main 
web page con:q)rises a welcome page. 


See Claim 82 supra. 






85. The method of claim 55 further conq^rising 
notifying an auction participant that a bid by that 
participant has been accepted. 


See Claim 55[k] supra. 






86. The method of claim 55 wherein an 
auction participant makes electronic payment for an 
item purchased at auction. 


Nahan describes clearing electronic payment from a buyer in 
the form of electronic wire transfers. 

Nahan — Fig. 25: "B[uying ]D[ealer] Bank wire transfer 
funds [to] Host Esc [row] 






87. The method of claim 86 wherein an 
auction participant makes electronic payment by 
providing credit card or debit card information. 


See Claim 86 supra. 






88. The method of claim 86 wherein an 
auction participant makes electronic payment by 
providing electronic funds transfer information 


See Claim 86 supra. 






89. The method of claim 86 wherein an 
auction participant makes electronic payment using 
e-money. 


Nahan describes clearing electronic payment in the form of 
wire transfers. As explained in section II. F. of this Protest, 
the inherent inefficiencies associated with such an approach 

wLfunt rmvt^ ffujiiviiit^u ^niitcu in ifm uri lu uiiii^t^ i*iiy 
of a. tiutnhpr nf fnrm^ of plprtrnnir nnvtnpnt (p o crpAit card 
processing, funds transfer, credit/debit accounts, 
clearinghouses, e-money) in an electronic auction. As the 
'014 application correctly concedes, each of these techniques 
was "well known " by skilled artisans who ''understood'* how 
to incorporate any of them in an electronic auction. 






90. The method of claim 55 wherein the seller- 
provided information includes a specified time 
period for the auction. 


See Claim 148 supra. 






91 . The method of claim 55 wherein the 
auction process program indicates an opening bid 
for an item offered for auction. 


See Claim 1 8 supra. 
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92. The method of claim 55 wherein the 
auction process program indicates a current bid for 
an item offered for auction. 


See Claim 55 [k] supra. 






93. The method of claim 55 wherein 
presenting the auction to the plurality of auction 
participants comprises displaying one or more of the 
following: a verbal description of the item offered 
for auction, a graphical depiction of the item offered 
for auction, or bid information relating to the item 
offered for auction. 


Nahan describes presenting item information to participants, 
including a textual description, categorical designations, 
high definition images, and an ojfer price, 

Nahan — 2:64-3:2: "Original works of art are photographed 
with high resolution cameras, converted to digital images on 
con^uter controlled electronic scanning equipment, 
Caicgorizcu uy uiiiercni Liiieria, auu siuicu in a cuiiipicA 

f Amrtiitpr rlntnKncp n1r»ncr witli infnrmjitir*n ahont tHp artist 
^uiii^Uivi UcilaUadC aiuiig Willi liiiLriiiiaiiUii auuui uit/ aiiioi 

and artwork. The digital images and related data are 
available twenty four hours a day for virtually instantaneous 
transmission over the desired media, i.e. fiber optic cables to 
dealers who are r»art of a wide area network which extends 
around the world (the "Network")." 






94. The method of claim 55 wherein 
presenting the auction to the plurality of auction 
participants further comprises displaying 
advertisements to the plurality of users. 


See Claim 82 supra. 






95 The method of claim 94 wherein the 
displayed advertisements relate to items offered for 
auction. 


Sep Claim 82 Kunrn. 






96. The method of claim 94 wherein the 
distilaved advertisement*! relate to p^nnds / service*? 
offered by a third party. 


See Claim 82 supra. 






97. The method of claim 55 wherein the 
computer system updates the display of the item's 
information each time a bid higher than the current 
bid is received. 


See Claim 55 [k] supra. 






98. The method of claim 55 further conqjrising 
obtaining an auction participant's assent to terms of 
sale before accepting bids from that auction 
participant. 


Although Nahan does not expressly describe obtaining assent 
to terms of a sale, it was well known in the auction arts that a 
bidder must be informed of the terms and rules governing an 
auction that he or she must assent to before bidding. In any 
other scenario, the bidder would have no way to know how 
or what to bid if they wished to purchase a particular item. 
It is inherent that such terms would be provided over the 
Internet in an Internet or web-based auction. 

rec collectiiiQ stamns — Exh No, 21* "I'd love to bid but I 
don't collect Italv, perhaps next time. But vou need to explain 
vour rules here. What price would the wiiming bidder pay? 
Normally in a mail ("non-floor"?) auction, the highest bidder 
only pay one-step above the 2nd highest bidder's bid, as 
opposed to paying what he actually bids." 
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99. The method of claim 98 wherein the 
auction participant's assent is suppHed via the 
Internet. 


See Claim 98 supra. 






190. The method of claim 55 wherein the 
received auction scheduling input relates to an 
auction duration. 


See Claim 148 supra. 






191. The method of claim 5 5 wherein the 
received auction scheduling input relates to one or 
both of an auction starting time and an auction 
ending time. 


See Claim 148 supra. 






192. The method of claim 55 wherein the 
received auction input comprises an indication that 
the auction is to be started immediately. 


Sep CI aim 1 ^0 ^unra 






193. The method of claim 55 wherein the 
received auction input consists of an indication that 
the auction is to be started immediately. 


See Claim 150 supra. 






194. The method of claim 55 wherein the 
received auction scheduling input corrqirises an 
indication that the auction is to be invoked by the 
seller manually. 


See Claim 150 supra. 






195. The method of claim 55 wherein the 
received auction scheduling input comprises an 
indication that the auction is to be initiated at a 
future time. 


See Claim 148 supra. 






133. A computer-implemented method of 
facilitating Internet-based electronic auctions, 
the methnd rnmnricirip* 


See Claim 1 1 [a] supra. 


receiving information from a seller of an item to 
be auctioned, the informatimi inclurlina 


See Claim 1 1 [b] supra. 


(i) information identifying the item to be 
auctioned and designating an item category 
selected hv the seller from a list of item 
categories, and 


See Claim 1 1 [c] supra. 


(ii) input relating to scheduling an auction for 
the item; 


See Claim 1 1 [d] supra. 


storing at least a portion of the received 
information in a database of information relating 

tn ifpmc tfi hp fiiiptlnnpH* 


See Claim 43 [b] supra. 


mapping at least a portion of the received 
information stored in the database into a 
presentation format that includes the identifying 
information and the item category provided by 
the seller; displaying the presentation format to a 
plurality of buyers; 


See Claim 1 1 [e] supra. 


based at least in part on the received auction 
scheduling input, conducting an online auction 


See Claim 1 1 [f] supra. 
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for the item including receiving bids on the item 
from one or more of the plurality of buyers; and 




terminating the online auction of the item based 
on a predetermined condition. 


See Claim 44 supra. 






134. The method of claim 133 further 
comprising notifying a winning buyer that a bid 
submitted by the winning buyer was a winning bid. 


See Claim 49 [f] supra. 






135, The method of claim 133 wherein the 
information received from the seller identifying the 
item to be auctioned includes at least one of an item 
title and an item description. 


See Claim 65 supra. 






136. The method of claim 135 wherein the item 
description includes an electronic image of the item. 


See Claim 65 supra. 






137. The method of claim 133 wherein 
receiving information from a seller further 
comprises receiving information designating an 
item subcategory selected by the seller from among 
a list of item subcategories. 


See Claim 1 1 [c] supra. 






138. The method of claim 133 wherein the 
predetermined condition based on which the online 
auction is terminated conprises an occurrence of an 
auction termination time. 


See Claim 44 supra. 






139. The method of claim 133 wherein 
receiving information from a seller fiirther 
comprises receiving a reserve price for the item to 
be auctioned. 


See Claim IS supra. 






140. The method of claim 139 wherein the 
predetermined condition based on which the online 
auction is terminated comprises an occurrence of 
the reserve price being met. 


See Claim 18 supra. 






141. The method of claim 134 wherein 
notifying the winning buyer conprises sending the 
winning buyer an e-mail message. 


See Claim 134 supra. 






142. The method of claim 133 further 
comprising notifying the seller of an outcome of the 
online auction. 


See Claim 134 supra. 






143. The method of claim 1 42 wherein 
notifying the seller comprises sending the seller an 
e-mail message. 


See Claim 134 supra. 






144. The method of claim 143 wherein the 
seller is notified of the winning buyer's identity. 


Nahan describes sellers shipping sold items to buyers. One 
skilled in the art would understand this disclosure to entail 
notifying the seller of the buyer's identity so the seller would 
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know to whom to ship the item. 

Nahan — 4:22-26: "It also enables individual owners to offer 
their artwork for sale to a wide audience in a forum other 
than an auction, while allowing them to retain physical 
possession of such artwork until it is sold." 






145. The method of claim 133 wherein 
receiving information from the seller of the item to 
be auctioned further comprises receiving input 
relating to an advertisement for the item. 


See Claim 82 supru. 






196 The method of claim 133 wherein the 
received auction scheduling input relates to an 
auction duration. 


See Claim 1 48 ^unro. 






197. The method of claim 133 wherein the 
received auction scheduling input relates to one or 
both of an auction starting time and an auction 
ending time. 


See Claim 148 supra. 






198. The method of claim 133 wherein the 
received auction scheduling input comprises an 
indication that the auction is to be started 
immediately. 


See Claim 150 supra. 






199. The method of claim 133 wherein the 
received auction scheduling input consists of an 
indication that the auction is to be started 
immediately. 


See Claim 150 supra. 






200. The method of claim 133 wherein the 
received auction scheduling input comprises an 
indication that the auction is to be invoked by the 
seller manually. 


See Claim 150 supra. 






201 The method of claim 1 ^'^ wherpin the 
received auction scheduling input con^)rises an 
indication that the auction is to be initiated at a 
future time. 


Spp Claim 148 Kunvn 






210. The method of claim 133 wherein the 
predetermined condition is defined at least in part 
by the received auction scheduling input. 


See Claim 44 supra. 






146. A computer-implemented method of 
facilitating Internet-based electronic auctions, 
the method comprising: 


See Claim 1 1 [a] supra. 


receiving information via the Internet from 
sellers of items to be auctioned, each seller 
providing 


See Claim 1 1 [b] supra. 


(i) information describing an item to be 
auctioned and designating an item category and 


See Claim 1 1 [c] supra. 
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an item subcategory selected by the seller from a 
list of item categories and subcategories, and 




(ii) input relating to scheduling an auction for 
the item; 


See Claim 1 1 [d] supra. 


storing at least a portion of the received 
information in a database of information reiatin? 
to items to be auctioned; 


See Claim 43 [b] supra. 


displaying the list of item categories and 
subcategories via the Internet to a plurality of 
potential buyers, 


See Claim 1 1 [e] supra. 


each potential buyer being able to browse the 
item categories and subcategories selectively to 

3CaI vll IVI a. UCall CU liclll UilCl CU lUl <«Ui.llUIl9 allU 


See Claim 80 supra. 


for each item to be auctioned: (i) mapping the 
received information stored in the database 

mrrPcnnnHino tn fhA ifpin inf a a nrpcpntfitinn 

format that includes the identifying information 
and the item cate^orv nrovided bv the item's 
seller; (ii) displaying the presentation format to a 
plurality of buyers; 


See Claim 1 1 [e] supra. 


(iii) based at least in part of the received auction 
scheduling input, conducting an online auction 
for the item 


See Claim 11 [f] supra. 


including receiving bids on the item from one or 
more of the plurality of buyers; and 


See Claim 1 1 [g] supra. 


(iv) terminating the online auction of the item 
based on a predetermined condition. 


See Claim 2 1 [b] supra. 






202 The method of claim 146 wherein the 
received auction scheduling input relates to an 
auction duration. 


^pp Claim 1 vtjnrn 






203. The method of claim 146 wherein the 
received auction scheduling innut relate*; to one or 
both of an auction starting time and an auction 
ending time. 


See Claim 148 supra. 






204. The method of claim 146 wherein the 
received auction scheduling innut comnrise*! an 

A wwwl ¥ wVA (4Uw ^IV/U O vAlv\A V«-XXXlg AlAL/U^ W V71AXL/X AOwO UlA 

indication that the auction is to be started 
immediately. 


See Claim 150 supra. 






205. The method of claim 146 wherein the 
received auction scheduling input consists of an 
indication that the auction is to be started 
immediately. 


See Claim 1 50 supra. 






206. The method of claim 146 wherein the 
received auction scheduling input con^rises an 
indication that the auction is to be invoked by the 
seller manually. 


See Claim 150 supra. 






207. The method of claim 146 wherein the 


See Claim 148 supra. 
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received auction scheduling input comprises an 
indication tiiat the auction is to be initiated at a 
future time. 








211. The method of claim 146 wherein the 
predetermined condition is defined at least in part 
by the received auction scheduling input. 


See Claim 44 supra. 






212. A comDuter-imDlemented method of 
facilitating Internet-based auctions, the method 
comprising: 


See Claim 1 1 [a] supra. 


receiving innut from a seller of an item to be 
auctioned, the received input including an 
identification of the item to be auctioned and 


See Claim 1 1 [b] supra. 


input relating to scheduling an auction for the 
item; and 


See Claim 1 1 [d] supra. 


initiating an online auction for the item based at 
least in part on the auction scheduling input 
received from the seller. 


See Claim 1 1 [f] supra. 






213. The method of claim 212 wherein the 
received auction scheduling input relates to an 
auction duration. 


See Claim 148 supra. 






214. The method of claim 212 wherein the 
received auction scheduling input relates to one or 
both of an auction starting time and an auction 
ending time. 


See Claim 148 supra. 






215. The method of claim 212 wherein the 
received auction scheduling input comprises an 
indication that the auction is to be started 
immediately. 


See Claim 150 supra. 






216. The method of claim 212 wherein the 
received auction scheduling input consists of an 
indication to be started immediately. 


See Claim 150 supra. 






217. The method of claim 212 wherein the 
received auction scheduling input conqjrises an 
indication that the auction is to be invoked by the 
seller manually. 


See Claim 150 supra. 






218. The method of claim 2 1 2 wherein the 
received auction scheduling input con^rises an 
indication that the auction is to be initiated at a 
future time. 


See Claim 148 supra. 
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11. [a| A computer-implemented method for 
conducting auctions on the internet, the method 
comprising: 


Lindsey^ discloses a computer-implemented method for 
conducting auctions: 

"It is to be understood, however, that the principles and 
concepts of the invention can be utilized in other 
environments, and are not thereby limited to commodities or 
the equipment shown. . . . According to the preferred form of 
the invention, a program-controlled mainframe computer 10 
is connected by a network 12 to remotely located cotton gins 
9 and warehouses 11, each having respective computer 
terminals 14 and 16. While a single gin and warehouse are 
shown, many are typically used in such a trading system. The 
mainframe computer 10 is also connected through the same 
or other types of networks to commodity buyer terminals 18. 
Other on-premises computer terminals 20 are connected to 
the mainframe conq)uter 10 to enter data by local operators." 
(3:40-55) 

"It should be noted that the commodity trading system 8 
shown in Fig. 1 is a real-time operating system in which all 
remotely located terminals can communicate concurrently 
with the data base 25 of the mainframe computer 10." (4:24- 
28) 

"The buyers terminal 18 comprise PS/2, Model 50 personal 
con^uters which communicate through radio, satellite or 
other types of networks 46 to the mainframe computer 10.'* 
(4:36-40) 

"Buyers scan the system for lots offered by producers, make 
competitive blind bids, buy at a fmn asking price or enter a 
counter offer bid." (28:48-5 1) 

Statements made by the BPAI during appeal of 
MercExchange's '820 application confirm that: 

"Lindsey discloses that the mainframe corr^uter 10 is 
connected by a network 12 to remotely located gins and 
warehouses (col. 3, lines 45-47), and that mainframe 
computer 12 is also coimected through the same or other 
types of networks to commodity buyer terminals (col. 3, lines 
50-53). Buyers can commimicate with the mainframe 
through radio, satellite or other types of networks (col. 4, 
lines 36-39). In addition, the system operates across 11, 000 
miles of telephone lines (col. 35, line 55)." (Exh. S at 27-28) 

"From our review of Lindsey, we find that Lindsey discloses 
the use of an auction." (Exh. S at 30) 

"We are not persuaded by appellant's assertion (brief, page 
23) that Lindsey does not disclose offering goods at any 
price, but rather uses price information as confumation of an 
agreement made outside of the computer system. As stated, 
supra, because Lindsey discloses that buyers scan the system 



' The Lindsey patent is attached to this Protest as Exhibit A, No. 2. 
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for lots offered and buy at a firm asking price, we find that 
Lindsey specifically discloses the buying and selling of 
goods on the system." (Exh. S at 13) 

"Specifically, Lindsey discloses allowing blind bidding on 
cotton for a period of 15 minutes. After the 15 minutes has 
passed, the computer closes the bidding and awards the 
cotton to the highest bidder, provided the price is equal to or 
above the predetermined minimum (reserve price) set by the 
producer (col. 3 1 , line 5 1 through col. 32, line 2)." (Exh. S 
at 30-31) 

"Thus, Lindsey discloses receiving bids . . (Exh. S at 31) 

The Lindsey system utilizes buyer and seller terminals which 
communicate through radio, satellite or other types of 
networks to a mainframe computer. See Exhibit A, No. 2, 
Figure I. While the internet and World- Wide- Web were not 
widely used at the time Lindsey was filed, Lindsey clearly 
contemplates that the system disclosed would change as the 
technology changed. Lindsey explains that reducing the 
reliance on telephone companies would achieve the goal of a 
more efficient operation: 

"Characteristic of the Factory quadrant, PCCA became , 
dependent on TELCOT, concentrating their efforts on its 
efficient operation. Because of the high strategic importance 
of TELCOT, operating problems because crises. Having to 
deal with 35 different telephone companies and the problems 
associated with older circuit switching equipment prevalent 
in rural areas meant that many of these crises involved 
telecommunication problems." (37:41-49), 



Lindsey then explains how data transmission problems were 
addressed by utilizing different types of communication 
technology: 

"Some of the most recent developments have greatly 
increased the effectiveness of the TELCOT system. To 
overcome the poor quality associated with data transmission 
over telephone lines in remote areas, one of these 
developments involves the use of data transmission via FM 
radio in the UHF band. This system was piloted last year and 
is now in place in over 100 of PCCA's 200 gins. Two-way 
satellite data transmission is also used by some of the gins 
that are in remote areas where neither leased lines nor FM 
radio waves are cost effective as a means of data 
transmission." (38:5-15). 



Finally, Lindsey notes that the system is continually 
enhanced to satisfy the needs of the buyers and sellers: 

"PCCA has continued to enhance the TELCOT system to 
satisfy the needs of the buyers, sellers, and gin operators. 
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Producers wanted more flexibility in marketing options, 
greater market information and guaranteed payment. Buyers 
wanted a more comprehensive description of the cotton 
offered, the ability to buy large volumes faster, to maintain a 
running tally of their purchases and guaranteed delivery of 
their cotton. TELCOT met both the buyer's and seller's 
needs. This legacy of innovation and creativity continues 
today as a satellite communication system has been installed 
at 7 gins and 2 buyer locations for data (and potentially 
voice) transmission. Two-way radio links recently have 
become economically attractive alternatives to leased 
telephone lines in some locations and are now being utilized 
at over 100 gin locations. Both of these approaches are more 
reliable and less expensive than leased analog lines. Also, 
personal computers have recently been integrated into the 
TELCOT communication system allowing farmers to 
conduct some transactions from their homes, if they desired." 
(39:39-59). 

Given the explicit suggestions in Lindsey to continually 
enhance the system to improve communications and the 
users ' experience, one of ordinary skill would be motivated 
to combine the teachings of Lindsey with the Internet auction 
art such as Computer Museum ("The idea for putting The 
Computer Museum 's auction on the Internet... ") and Save 
the Earth C'All items are autographed and will be auctioned 
on the Internet... ") to take advantage of the World Wide Web 
and its ability to better present and sell goods to users. 
Indeed, this would tap into a medium those skilled in the art 
had recognized had tremendous potential: 

"It opens all kinds of possibilities," Bell said.. . . 
Tenenbaum[, founder and CEO of an information technology 
R&D conpany,] agreed "I think the potential is tremendous 
for auctions on the Internet. It's a tremendously interesting 
business model." Exh. A, No. 6 (Computer Museum). 


[b] receiving at a communication handler 
program executing on a host computer 
information from a seller corresponding to an 
item for auction, the information received from 
the seller including 


"a gin clerk communicates via a terminal with a centralized 
data base pertinent data about the bale of cotton. The gin 
clerk enters into the centralized data base information that is 
unique to each bale, including a gin code identifying the 
particular gin, a gin tag identifying the particular bale, and 
data indicating whether or not the producer desires to assign 
either electronic title to the bale, or a warehouse receipt type 
of title." (2:26-33). 

"Each gin terminal 14 conq)rises an IBM PS/2 Model 70 
personal computer with a telephone line modem (not shown) 
for communicating cotton bale data to a data base storage 
unit 25 of the mainframe computer 10." (4:5-9) 

"In the preferred form, such information is entered into the 
terminal 14 in a format according to a progranuned screen 
menu. For each bale produced by the particular gin 9, such 
information is transmitted from the gin terminal 14, via the 
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network 12, to the mainframe corr^uter 10." (18:33-39) 

"At any time, the producer can display all of his lots of 
cotton with their quality characteristics and quoted market 
value. Producers and buyers can also see the lots that have 
recently sold, their quality characteristics, and the price per 
pound paid by the buyer for the lot" (30:66-3 1 :2) 

"Where PCCA once bought almost all of its members' 
cotton, today it buys less than 30 percent. Rather than 
functioning only as a merchant, actively purchasing and 
seiimg cotton itseii, i cLk^U i nas put r CUA m tne 
brokerage business." (28:61-65) 

"Also, personal conqjuters have recently been integrated into 
the TELCOT communication system allowing farmers to 
conduct some transactions from their homes, if they desired." 
(39:56-59) 


[c] (i) a designation of a category, selected from a 
list of categories, under which the item for 
auction is to be listed, and 


Lindsey discloses the use of categories, such as types of title, 

"a gin clerk communicates via a terminal with a centralized 
data base pertinent data about the bale of cotton. The gin 
clerk enters into the centralized data base information that is 
unique to each bale, including a gin code identifying the 
particular gin, a gin tag identifying the particular bale, and 
data indicating whether or not the producer desires to assign 
either electronic title to the bale, or a warehouse receipt type 
of title." (2:26-33). 


[d] (ii) input relating to scheduling an auction for 
the item; 


In light of the disclosure that bidding is ''closed, " // is 
inherent that at some point the auction was 
scheduled/initiated, 

"The first feature provided by TELCOT was Regular Offer 
in which buyers bid on a blind basis for cotton entered into 
the TELCOT computer (analogous to floor trading of 
stocks). After 15 minutes, the conq>uter closed the bidding 
and awarded the cotton to the highest bidder provided the 
price was equal to or above a predetermined minimiun set by 
the producer." 31:51-32:2 

The "seller'' could be the operator of the system: 
"Where PCCA once bought almost all of its members* 
cotton, today it buys less than 30 percent. Rather than 
functioning only as a merchant, actively pmchasing and 
selling cotton itself, TELCOT has put PCCA in the 
brokerage business." (28:61-65) 

Alternatively, the "seller" could by a participant. The 
f/uriicipuru jcfif^ciuico Ufi ulicilun oy miiicaiing u suosei oj 
goods available for auction and displaying those goods on 
the system: 

"At any time, the producer can display all of his lots of 
cotton with their quality characteristics and quoted market 
value." (30:66-68) 
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Claim 1 : "receiving an indication by the computer system of 
the identity of a subset of the listing, the subset defining the 
goods desired to be sold by the seller" 


[e] processing at least a portion of the received 
information into a presentation format by a 
database-to-presentation format formatting 
program, the presentation format including an 
indication of the category of the item for auction; 


"Buyers scan the system for lots offered by producers, make 
competitive blind bids, buy at a firm asking price or enter a 
counter offer bid." (28:48-5 1) 

"At any time, the producer can display all of his lots of 
cotton with their quality characteristics and quoted market 
value. Producers and buyers can also see the lots that have 
recently sold, their quality characteristics, and the price per 
pound paid by the buyer for the lot." (30:66-3 1 :2) 

"TELCOT also allows the cotton buyer to specify only the 
cotton which he is interested in buying. Each buyer can 
establish his own individual criteria; e.g., to limit price, 
specify any quality limits, define warehouse and/or gin 
location, and crop-year parameters. TELCOT then displays 
only those lots that meet these criteria." (33:58-64) 


[f] based at least in part on the received auction 
scheduling input, conducting an auction for the 
item over the Internet by presenting the 
presentation format to a plurality of potential 
bidders; 


See Claim 1 1 [d] supra. 


[g] receiving at the host computer at least, one 
bid on the auctioned item from a bidder; and 


"Buyers scan the system for lots offered by producers, make 
competitive blind bids, buy at a firm asking price or enter a 
counter offer bid." (28:48-5 1) 

"TELCOT has put PCCA in the brokerage business. They 
now provide an efficient and effective means of executing 
transactions between all the major cotton buyers and sellers." 
(28:64-68) 

"The first feature provided by TELCOT was Regular Offer 
in which buyers bid on a blind basis for cotton entered into 
the TELCOT con^uter (analogous to floor trading of 
stocks). After 15 minutes, the computer closed the bidding 
and awarded the cotton to the highest bidder provided the 
price was equal to or above a predetermined minimum set by 
the producer." (31:51-32:2) 

"One of TELCOTs most recent iimovations is the 
Automated Counter Offer program. This feature gives buyers 
a quick and documented means of countering Firm Offers. In 
this way, buyers unwilling to pay the Firm Offer price can 
notify gins and producers of the price if they are willing to 
pay for a particular lot of cotton aheady offered for sale. This 

(32:45-52) 

"Automated Counter Offer is also one of the most popular 
features for buyers because it often results in a transaction 
that otherwise would not have occurred. An Automated 
Counter Offer screen is shown in FIG. 2." (33:54-57) 
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Statements made by the BPAI during appeal of 
MercExchange 's '820 application confirm that: 

"From our review of Lindsay, we find that Lindsey discloses 
the use of an auction." (Exh. S at 30) 

"We are not persuaded by appellant's assertion (brief, page 
23) that Lindsey does not disclose offering goods at any 
price, but rather uses price information as confirmation of an 
agreement made outside of the computer system. As stated, 
supra, because Lindsey discloses that buyers scan the system 
for lots offered and buy at a firm asking price, we find that 
Lindsey specifically discloses the buying and selling of 
goods on the system." (Exh. S at 13) 

"Specifically, Lindsey discloses allowing blind bidding on 
cotton for a period of 15 minutes. After the 15 minutes has 
passed, the computer closes the bidding and awards the 
cotton to the highest bidder, provided the price is equal to or 
above the predetermined minimiun (reserve price) set by the 
producer (col. 3 1 , line 5 1 through col. 32, line 2)." (Exh. S 
at 30-31) 

"Thus, Lindsey discloses receiving bids . . ." (Exh. S at 31) 


[h] receiving at a host computer payment 
information from the bidder. 


Lindsey discloses the receipt of payment information. 

"the use of drafts and wire transfers of fiinds prior to title 
transfer" (31:39-40) 

"An account authorization file 60 is maintained in the 
centralized conqjuter data base 25. The account 
authorization file 60 includes information such as loan 
eligibility of a producer, and default producer payment 
information. As may be readily apparent to those skilled in 
the art, other data bases, files, fields, and information can be 
stored in the data base 25 to further enhance trading within 
the system. For example, in the event electronic funds 
transfer is inq)lemented into the system 8, other files and data 
bases can be added for carrying out such enhanced activity." 
(6:58-68) 

"TELCOT has put PCCA in the brokerage business. They 
now provide an efficient and effective means of executing 
transactions between all the major cotton buyers and sellers." 
(28:64-68) 

Statements made by the BPAI during appeal of 
MercExchange 's *820 application confirm that: 

"From our review of Lindsey, we find that Lindsey discloses 
(col. 6, lines 65-68) implementing the use of electronic fund 
transfer, and the use of 'drafts and wire transfers of funds 
prior to title transfer.' (col. 31, lines 39 and 40). From these 
teachings of Lindsey, we agree with the examiner (answer, 
page 22) that '[t]hose of ordinary skill in the art would have 
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and that the buyer's account be debited for the purchase 
made.' We find this to be supported by the disclosure in 
Lindsey that 'in the event electronic frmds transfer is 
implemented into the system 8, other files and databases can 
be added for carrying out such enhanced activity.'" (Exh. S 
at 24-25) 






12. The method of claim 1 1 further comprising: 
passing the received payment information from a 
host computer to an external clearinghouse; and 
receiving at a host conqjuter a response from the 
external clearinghouse that payment has cleared. 


"the use of drafts and wire transfers of fiinds prior to title 
transfer" (31:39-40) 

"If either owner or purchaser or both are financing their 
purchases of the commodity through a bank, then approval of 
this type of transaction may be required by the bank. In this 
event, a terminal similar to terminal 18 would be installed at 
the bank, and bank approval would be required by the 
mainframe computer 10 before the transaction could be 
conq)leted." (24:26-32) 

"An account authorization file 60 is maintained in the 
centralized computer data base 25. The account 
authorization file 60 includes information such as loan 
eligibility of a producer, and default producer payment 
information. As may be readily apparent to those skilled in 
the art, other data bases, files, fields, and information can be 
stored in the data base 25 to further enhance trading within 
the system. For exan^le, in the event electronic funds 
transfer is in^lemented into the system 8, other files and data 
bases can be added for carrying out such enhanced activity." 
(6:58-68) 

Statements made by the BPAI during appeal of 
MercExchange 's '820 application confirm that: 

"From our review of Lindsey, we find that Lindsey discloses 
(col. 6, lines 65-68) implementing the use of electronic fund 
transfer, and the use of 'drafts and wire transfers of funds 
prior to title transfer.' (col. 31, lines 39 and 40). From these 
teachings of Lindsey, we agree with the examiner (answer, 
page 22) that '[tjhose of ordinary skill in the art would have 
readily appreciated that electronic funds transfer in a trading 
system requires both the buyers and sellers have accounts 
and that the buyer's account be debited for the purchase 
made.' We find this to be supported by the disclosure in 
Lindsey that 'in the event electronic funds transfer is 
inplemented into the system 8, other files and databases can 

i^v uuuvu lui c any 111^ uui ou^ii ciuiaii^cu aviiviij^. izZrAll. o 

at 24-25) 


13. The method of claim 1 1 wherein the 
database-to-presentation formatting program 
comprises a database-to-worldwide web mapping 
module. 


As discussed above in connection with Claim IlfaJ, Lindsey 
does not explicitly disclose the use of the worldwide web, but 
one of ordinary skill in the art would be motivated to 
combine the teachings of Save the Earth /^'All items are 
autographed and will be auctioned on the Internet from April 
22, through May 21, 1995 at 
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http://www.commerce.com/^save earth.") with Lindsey. 






14. The method of claim 1 1 further comprising: 
receiving payment information from the bidder via a 
worldwide web page server executing on the host 
computer. 


5ee Claims 11 [h], \3 supra. 






15. The method of claim 1 1 further comprising: 
processing the received payment information with a 
transaction processor to debit an account identified 
by the payment information. 


"the use of drafts and wire transfers of funds prior to title 
transfer" (31:39-40) 

"An account authorization file 60 is maintained in the 
centralized computer data base 25. The account 
authorization file 60 includes information such as loan 
eligibility of a producer, and default producer payment 
information. As may be readily apparent to those skilled in 
the art, other data bases, files, fields, and information can be 
stored in the data base 25 to further enhance trading within 
the system. For example, in the event electronic funds 
transfer is inqjlemented into the system 8, other files and data 
bases can be added for carrying out such enhanced activity." 
(6:58-68) 

"TELCOT has put PCCA in the brokerage business. They 
now provide an efficient and effective means of executing 
transactions between all the major cotton buyers and sellers." 
(28:64-68) 

Statements made by the BPAI during appeal of 
MercExchange *s '820 application confirm that: 

"From oiu- review of Lindsey, we find that Lindsey discloses 
(coL 6, lines 65-68) implementing the use of electronic fund 
transfer, and the use of 'drafts and wire transfers of funds 
prior to title transfer.' (col. 31, lines 39 and 40). From these 
teachings of Lindsey, we agree with the examiner (answer, 
page 22) that '[t]hose of ordinary skill in the art would have 
readily appreciated that electronic fiinds transfer in a trading 
system requires both the buyers and sellers have accounts 
and that the buyer's account be debited for the purchase 
made.' We find this to be supported by the disclosiire in 
Lindsey that 'in the event electronic funds transfer is 
implemented into the system 8, other files and databases can 
be added for carrying out such enhanced activity."' (Exh. S 
at 24-25) 






16 TTiP mptHnH of rlfiim 1 1 fiirtViPr pnTrrnricina* 

associating the payment information with the bid 
received from the bidder. 


x^fiLt! u ouycr inciicuies a u&sire lo iook jor iiems jor saie, ine 
buyer is presented with a menu indicating information 
needed to complete a transaction. 

"Also, in response to such a request, a menu appears on the 
buyer's terminal screen indicating information to input to 
complete a transaction for purchasing one or more bales of 
cotton, or a block of bales." (22:28-3 1) 
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information is sent with each bid, it would have been obvious 
to one of skill in the art to receive and verify credit card 
information with each bid, as such verification would 
enhance Lindsey's guarantee of all transactions and 
ensuring payment within 24 hours. 






17. The method of claim 1 1 wherein the payment 
information identifies a credit card account. 


Lindsey expressly describes the auction system's desire to 
"guarantee all transactions" and make sure the sellers 
receive their funds within 24 hours, (31:32-35). Although 
Lindsey does not expressly describe credit card transactions, 
as explained in section II. F. of this Protest, one skilled in the 
art would have been motivated to utilize any one of a number 
of forms of electronic payment (e.g., credit card processing, 
funds transfer, credit/debit accounts, clearinghouses, e- 
money) in an electronic auction. As the '014 application 
correctly concedes, each of these techniques was "well 
known'* by skilled artisans who "understood" how to 
incorporate any of them in an electronic auction. 






18. The method of claim 1 1 wherein the 
information received from the seller includes a price 
for the auction item. 


"The first feature provided by TELCOT was Regular Offer 
in which buyers bid on a blind basis for cotton entered into 
the TELCOT computer (analogous to floor trading of 
stocks). After 15 minutes, the computer closed the bidding 
and awarded the cotton to the highest bidder provided the 
price was equal to or above a predetermined minimum set bv 
the producer." (31:51-32:21 

"One of TELCOT's most recent innovations is the 
Automated Counter Offer program. This feature gives buyers 
a quick and documented means of countering Firm Offers. In 
this way, buyers unwilling to pay the Firm Offer price can 
notify gins and producers of the price if they are walling to 
pay for a particular lot of cotton aheady offered for sale. This 
provides producers with additional price discovery." 
(32:45-52) 






19. The method of claim 1 1 wherein the 
presentation format comprises a hypertext markup 
language format. 


See Claim 13 supra. 






147. The method of claim 11 or 26 wherein the 
communication handler program comprises a Unix 
daemon. 


Lindsey *s online auctions necessarily used a 
"communication handler program " to enable transmission 
of data online to and from auction participants. Although 

f in/iv^) /7/i<?c tint ^vru^^cc/i^ tortf^Vt uviytty n *'T fAff}(^ r^ni>ntn*% " n 

"daemon" is simply a software communications program 
that performs predetermined operations in response to a 
particular input Daemons and the UNIX operating system 
were commonly used and well known in the art 

— Secondary References / Knowledge in the Art — 
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Computer Museum — Exh, A, No, 6: "An EIT developer, 
Eric Rescorla, implemented the auction application using the 
company's ServiceMail public domain toolkit, Tenenbaum 
said. ServiceMail transforms UNIX applications into 
network service via E-mail, he said." 

http://www.webopedia.com/TERM/d/daemon.html^ 

''daemon: A process that runs in the background and 
performs a specified operation at predefined times or in 
rcaponac lo ccnain cvciiib. ine icnn GuemOTi is a uinia. lerm, 
though many other operating systems provide support for 
daemons ... Typical daemon processes include print 
spoolers, e-mail handlers, and other programs that perform 
administrative tasks for the operating system." 






i*TO. inc ineinou oi ciaim 1 1 wncrcin inc 

itubivvu au^iiuii owii&ULiiiiJ^ 111^ Lii iCiaiCd lU all 

auction duration. 


As explaified in connection with Claim il[d] above, 

c/'w/J/Tfy/iMO" ivit/^rm/ifi/^'n xaj/iv **^/^^jij^/7 Avi»m frio coll of T^Jta 

iiCrit^uuiin^ injurrniiitufi wt/o re-ccfVct* jrurfi ine otiiier. me 
default duration was 15 minutes, but it is inherent that a 
different duration could be requested. See, e.g., Lindsey at 
32:1 J -13 C'The offer "good 'til cancelled" remains 

ritit^fntinivtO' utitii n nuyft^r mir/^h/iv^^v tni^ Jnt /ii* zc yinth/ff/riAirt 

by the producer. '*) 






149. The method of claim 1 1 wherein the 
received auction scheduling input relates to one or 
both of an auction starting time and an auction 
ending time. 


See Claim 148 supra. 






150. The method of claim 1 1 wherein the 
received auction scheduling input comprises an 

lliUil^allUll lilal lllC aUuliUii lo lU UC olallCU 

immediately. 


"At any time, the producer can display all of his lots of 
cotton with their quality characteristics and quoted market 

Value. \^jU.OO-Oo^ 

Claim 1 : "receiving an indication by the computer system of 
the identity of a subset of the listing, the subset defining the 
guuua ucbiicu lO DC solu oy ulc Seller 






151. The method of claim 1 1 wherein the 
received auction scheduling input consists of an 

indicatinn that thp aiirtion iq tn hp QtartpH 

immediately. 


See Claim 1 50 supra. 






152. The method of claim 1 1 wherein the 
received auction scheduling input comprises an 
indication that the auction is to be invoked by the 
seller manually. 


See Claim 150 supra. 






153. The method of claim 1 1 wherein the 
received auction scheduling input comprises an 


As shown with respect to claim 150 supra, and exemplified in 
claim I of the Lindsey patent, data for all of a producer 's 



^ Attached to this Protest as Exhibit A, No. 16. 
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indication that the auction is to be initiated at a 
future time. 


goods are stored in a database. The producer can then 
schedule an auction of a subset of his goods by identifying 

^uch suh^pt find mnJcinv thpw nvnilnhJp fnr v/iIp inifyipHlntp1\} 

By not choosing a subset of goods, the producer is inherently 
scheduling those ^ood^ for a /iiturp auctinn 






20. [a] A computer-implemented method of 
conducting auctinnc nn thp infprnpt thp mpthnH 
comprising: 


See Claim 1 1 [a] supra. 


fhl rpcpivlno infnrnnfitinn sihniit an itpm in hp 

|K/J IwVvlTlllg IIIIUI IIImIiILFII amJKMUl, all livlll \\J l/C 

auctioned, the received information including 




[c] (i) a designation of a category, selected from a 
list of categories, under which the item is to be 
auctioned, and 


See Claim 1 1 [c] supra. 


[d] (ii) input relating to scheduling an auction for 
the item; 


See Claim 1 1 [d] supra. 


[e] generating a tracking identifier to identify the 
item to be auctioned; 


"a gin clerk communicates via a terminal with a centralized 
data base pertinent data about the bale of cotton. The gin 
clerk enters into the centralized data base information that is 
unique to each bale, including a gin code identifying the 
particular gin, a gin tag identifying the particular bale, and 
data indicating whether or not the producer desires to assign 
either electronic title to the bale, or a warehouse receipt type 
of title." (2:26-33). 

"Once baled, a ticket is affixed to each bale, such ticket 
including a gin code defining the particular gin, and a gin tag 
which identifies the bale itself The tickets are individualized 
as to number so that each cotton bale is unique.'* (17:65-69). 

"The gin tag which provides a unique identification to the 
bale is only temporary, as a permanent identification is 
associated therewith at the warehouse 11." 18:42-45. 

"Also, attached to each bale at the warehouse site is another 
ticket indicating the warehouse code, identifying the 
particular warehouse where the bale is stored, and a 
warenuusc tag wnicn mciuaes a numoer inai maKes ine Dale 
unique with respect to any other bale." 18:52-56. 


[f] processing at least a portion of the received 
information to create a presentation format 
corresponding to the item to be auctioned, the 
pi csciiidiiuii luriiiai iiiLiuuiiig All iiiuicaiiuii ui 
the category of the item to be auctioned; 


See Claim 1 1 [e] supra. 


[gj LTascU least 111 pall Ull llie i cCclVcU aULllOn 

scheduling input, conducting an auction for the 
item over the Internet by presenting the 
presentation format to a plurality of internet 
participants; 


oce L^iaim 1 1 [ij supra. 


[h] receiving at least one bid for the item from at 
least one internet participant; 


See Claim 1 1 [g] supra. 


[i] providing to the internet participant 
instructions for sending payment information to 
pay for the auctioned item. 


"Lastly, a producer payment file 62 is maintained in the data 
base 25. The producer payment file 62 includes data relative 
to those producers who authorize their cotton to be traded by 
or within the system 8. The file 62 includes data for each 
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producer relating to the payment received, payment 
instructions, payment information, etc." (7:1-7) 

"An ETS buyer is invoiced by the mainframe computer 10 
activating the printer 23 to produce a paper invoice for 
mailing to the buyer." (23:32-34). 






21. [a] The method of claim 20 wherein 
conducting an auction for the item comprises 
opening an auction process to participants on the 
internet; and 


See Claim 1 1 [a] supra. 


[b] further comprising automatically closing the 
auction process to the internet participants based on 
a predetermined condition. 


Lindsey closed auction processes to participants after a 
predetermined period of time. Indeed, all auctions are 
closed based on a predetermined condition, be it reaching an 
end time, passage of a period of time without a higher bid, 
the seller's acceptance of a bid, or reaching a particular 
price. 

Although Lindsey 's auction participants did not 
communicate over the Internet, it would have been obvious 
to implement Lindsey 's teachings over the Internet as 
explained above in connection with claim 11, element [a] 
above, 

"The first feature provided by TELCOT was Regular Offer 
in which buyers bid on a blind basis for cotton entered into 
the TELCOT conq)uter (analogous to floor trading of 
stocks). After 15 minutes, the computer closed the bidding 
and awarded the cotton to the highest bidder provided the 
price was equal to or above a predetermined minimum set by 
the producer." (31:51-32:2) 






22. The method of claim 20 further con^rising: 
receivinc the bid for the auctioned item via a world 
wide web page server interface. 


See Claim 13 supra. 






23. The method of claim 20 further comprising: 
receiving payment information from the participant, 
the payment information being associated with the 
bid. 


See Claim 1 6 supra. 






24. The method of claim 20 further con5)rising: 
receiving from the participant payment information 
identifying a credit card account, 


See Claim 1 7 supra. 


passing the credit card account information to a 
clearinghouse and receiving authorization from the 
clearinghouse that payment with the credit card has 
cleared. 


Lindsey expressly describes the auction system's desire to 
'^guarantee all transactions" and make sure the sellers 
receive their funds within 24 hours (31:32-35), and 
receiving authorization from an external clparinQhnu^p hnnk 
that payment was approved and had cleared. Although 
Lindsey does not expressly describe credit card transactions, 
as explained in section II. F. of this Protest, one skilled in the 
art would have been motivated to utilize any one of a number 
of forms of electronic payment (e.g., credit card processing, 
funds transfer, credit/debit accounts, clearinghouses, e- 
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money) in an electronic auction. As the VI 4 application 
correctly concedes, each of these techniques was ''well 
known'* by skilled artisans who ''understood'* how to 
incorporate any of them in an electronic auction. Indeed, 
Lindsey expressly contemplates the integration of various 
forms of electronic funds transfer to process payment. 

Moreover, processing credit card payment inherently 
involves passing the credit card account information to an 
external credit card clearinghouse to receive authorization 
to charge that account for the requested funds. 

"If either owner or purchaser or both are financing their 
purchases of the commodity through a bank, then approval of 
this type of transaction may be required by the bank. In this 
event, a terminal similar to terminal 18 would be installed at 
the bank, and bank approval would be required by the 
mainframe computer 10 before the transaction could be 
convicted." (24:26-32) 

"An account authorization file 60 is maintained in the 
centralized computer data base 25. The account 
authorization file 60 includes information such as loan 
eligibility of a producer, and default producer payment 
information. As may be readily apparent to those skilled in 
the art, other data bases, files, fields, and information can be 
stored in the data base 25 to further enhance trading within 
the system. For example, in the event electronic funds 
transfer is implemented into the system 8, other files and data 
bases can be added for carrying out such enhanced activity." 
(6:58-68) 

Statements made by the BPAI during appeal of 
MercExchange 's '820 application confirm that: 

"From our review of Lindsey, we find that Lindsey discloses 
(col. 6, lines 65-68) inplementing the use of electronic fund 
transfer, and the use of 'drafts and wire transfers of funds 
prior to title transfer.* (col. 31, lines 39 and 40). From these 
teachings of Lindsey, we agree with the examiner (answer, 
page 22) that '[tjhose of ordinary skill in the art would have 
readily appreciated that electronic funds transfer in a trading 
system requues Dom ine uuyers ana sellers nave accounts 
aiiu liiai ulc Duyci a accuuiii DC ucuiicu lui uie purcuase 
made.' We find this to be supported by the disclosure in 

T iriH^PV tViat *in tfip pvpnt plprtrnnir' fimHc fTiincfpr ic 
i^iiiuo^jr liiai 111 uiw ^vwiii dcdiuiii^ lUiiUo UallolCX la 

implemented into the system 8, other files and databases can 
be added for carrying out such enhanced activity.'" (Exh. S 
at 24-25) 






25. [a] The method of claim 20 further comprising: 
receiving payment information from the participant, 


See Claim 1 1 [h] supra. 


[b] clearing the payment information, and 


"the use of drafts and wire transfers of funds prior to title 
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transfer" (31:39-40) 

"If either owner or purchaser or both are financing their 
purchases of the commodity through a bank, then approval of 
this type of transaction may be required by the bank. In this 
event, a terminal similar to terminal 1 8 would be installed at 
the bank, and bank approval would be required by the 
mainframe computer 10 before the transaction could be 
completed." (24:26-32) 

"An account authorization file 60 is maintained in the 
centralized computer data base 25. The account 
authorization file 60 includes information such as loan 
eligibility of a producer, and default producer payment 
information. As may be readily apparent to those skilled in 
the art, other data bases, files, fields, and information can be 
stored in the data base 25 to fiirther enhance trading within 
the system. For example, in the event electronic funds 
transfer is implemented into the system 8, other files and data 
bases can be added for carrying out such enhanced activity." 
(6:58-68) 

"TELCOT has put PCCA in the brokerage business. They 
now provide an efficient and effective means of executing 
transactions between all the major cotton buyers and sellers." 
(28:64-68) 

Statements made by the BPAI during appeal of 
MercExchange's *820 application confirm that: 

"From our review of Lindsey, we find that Lindsey discloses 
(col. 6, lines 65-68) implementing the use of electronic fund 
transfer, and the use of 'drafts and wire transfers of fimds 
prior to title transfer.' (col. 31, lines 39 and 40). From these 
teachings of Lindsey, we agree with the examiner (answer, 
page 22) that '[t]hose of ordinary skill in the art would have 
readily appreciated that electronic funds transfer in a trading 
system requires both the buyers and sellers have accounts 
and that the buyer's account be debited for the purchase 
made.' We find this to be supported by the disclosiure in 
Lindsey that 'in the event electronic funds transfer is 
inq)lemented into the system 8, other files and databases can 
be added for carrying out such enhanced activity.'" (Exh. S 
at 24-25) 


[c] transferring legal ownership of the item to the 
participant. 


See Table (Col. 1 1) - "07 Transfer-Owner-Info" 

"When the owner receives the funds, he again uses his 
terminal 1 8 tn indiratf* that fart /^hlorlc 914^ Thp mainframp 
computer program then changes the owner's name in the 
warehouse master file 56 to that of the purchaser (block 216). 
Once the new owner's name is registered, the "pending 
payment" status is removed, as shown in program flow block 
218. A record is added to audit file 58 to indicate that an 
owner transfer (owner XFER) has occurred, and the old 
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owner name is changed to the new owner (block 220).*' 

y£.H,o~ lo) 

"They ensure that the farmers receives his money and that 
Ulc Duyer geis ciear luie lo mc couon prompuy, normauy 

within 94 Viniirc F'Tlfif* iicp nf* Hraftc anH wirp tT!iT»cf#»»*c r*f 
WlUllXl Z.** llUUio. ... [IJllC KJL Uiallo allU WilC llalldlCio OI 

funds prior to title transfer have eliminated most of the 
problems associated with cotton transactions." (31 :33-42) 






1 ^4 TTi^ TTiptVirtH r»f* r"!!!!!!! 0C\ \\rV\^rf>in tint* 
1-/'T. 1 lie IIICUIUU Ul Ulullll WllClClll lilC 

Tf>nf>\\Tf>A aiiption QpVipHiiliricr inr^nf rplnfpc fn nti 
it'^civwu duuiiuii odicuuiiii^ iii^UL iciaiCo K\j all 

auction duration. 


occ ^laim I'fo supra. 






155. The method of claim 20 wherein the 
icLcivcu aULiiuii bL/iicuuiiiig iiipui rcidico lo one or 

U\jiii \JL all aiJ\/Ki\jii aiailJUlg ililic ailU all all^llUll 

ending time. 


See Claim 148 supra. 






156. The method of claim 20 wherein the 

iC'V/dvC'U. a.uuiiuii odicuuiiiiK iiipul cuiiipiioCo all 
indicflrion that" thp anrtinn i<* fa hf *;tartpH 

immediately. 


See Claim 150 supra. 






1 57. The method of claim 20 wherein the 

fPPPivpH mirtioTi cpVii*/1ii liner in-nnt rrincictc rtf iin 
ic^L'W'ivcu auL'iiuii aLrilvUlllillg llipul Cv/liololo KjL all 

indication that thp aiirtinn i<i tn hp QtarfpH 
immediately. 


See Claim 150 supra. 






158. The method of claim 20 wherein the 
icLcivcu aULilun bcncuuiuig mpui corr^>nscs an 

inHipatinn tfiat tVip anftinn ic tn Ki» invnlrpH \\\7 tVip* 
iiiui^aiii.;!! ilia I uic auL'iiuii lo kkj uc LiiwjTtS^KX uy uic 

seller manually. 


See Claim 150 supra. 






1 59. The method of claim 20 wherein the 
received auction scheduling input con:q)rises an 
indication that the auction is to be initiated at a 
future time. 


See Claim 153 supra. 






208. The method of claim 2 1 wherein the 
predetermined condition is defmed at least in part 
by the received auction scheduling input. 


"The first feature provided by TELCOT was Regular Offer 
in which buyers bid on a blind basis for cotton entered into 
the TELCOT computer (analogous to floor trading of 
stocks). After 15 minutes, the computer closed the bidding 
and awarded the cotton to the highest bidder provided the 
price was equal to or above a predetermined minimum set by 
the producer." (31:51-32:2) 






33. A system for conducting auctions on the 
internet, the system comprising: 


See Claim 1 1 [a] supra. 


an auction item presentation means for 
presenting items for auction-to-auction 
participants connected via the internet, the 
auction item presentation means presenting 


See Claim 1 1 [e] supra. 
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ifpmc finr fnipfiAn $ii*i*finopH intn itt^m pQtAonr'iPc 




each item for auction being associated with an 
item category designated by a seller of the item 
to be auctioned; 


See Claim 1 1 [c] supra. 


all aUClIUIl prUCc93 Illcalls lUi CAci-Uling all 

auction process for the item based at least in part 

Ati cphprliiWno inmif' fPPAivpH fmm ^hp gpIIpk* 

Ifll SClICUUllllg lllUUl ECCClTCU 11 Ulll IIIC SCIICI 9 


See Claim 1 1 [f] supra. 


an auction bid recipient means for receiving, 

Hiiflno f'hp Qiipi'tnn ntrippcc €kt IpqcI' nnp tiiH fV>i* on 
UUI lllg lllC dUt'l.lUll pi UV'CSS, al iCasI UllC UlU till all 

itpm hpino nrpcpntpH hv flip fiiirfinii itpm 

presentation means; and 


See Claim 1 1 [g] supra. 


payment recipient means for receiving payment 
information from a bidding participant, 


See Claim 1 1 [h] supra. 


^hp novmpnf' infnt*nno^ifkn f^nffpcnnnrlinn 

luc payiiiciii iiiiuriiiaiiuii Lurrcspuiiuiiig lo ine 
ifpm ffw whii^h thp hiH wfic i*pppivpft 


See Claim 1 6 supra. 






34. The system of claim 33 further comprising 
payment verification means for passing received 
payment information to an external clearinghouse 

for vprifipatinn 


See Claim 12 supra. 






35. The system of claim 33 wherein the auction 
item presentation means comprises a database-to- 
presentation formatting program for mapping 

format 


See Claim 13 supra. 






-?u. 1 lie aybLciii ui ciaiiii jd lurmcr comprising, a 

trail Qflfrinn nrnfpQQnr to HpHit an arr* mint irlpntifipH 
ii axioa^ iiuii i^icv^odLri i\j uc^uii all d^dJUlll lUClillllCU 

by the payment information if the received bid is 
aoDroved 


See Claim 1 5 supra. 






37. The system of claim 33 wherein the received 

navment infotmatinn iHpntifiPQ a rrpHit f nrH 

^ajfiiiviii iiixui liia iiuii luwiiiixiva a ^icuii CdXU. 


See Claim 17 supra. 






38. The system of claim 36 wherein the payment 
information identifies a credit card and 


See Claim 1 7 supra. 


wiiciClll Ulc UallaaCllUIl piUCCooUx CQargcS lOc CrCQll 

fflrn TTir tViP navmpnt accr^pintprl \i/itli tlip cij\mrr\\rp>A 
\/a.i\x i.\jL uxb ^ajrixivxii aooUUlalCU Willi tlXC apuiUVCU 

bid. 


See Claim 1 5 supra. 






tQ ' 1 hp o\/ctPm c\T f^\c^^tm 'X'X nrn^rf^tn cmf»fi/^n 
-f^. X ixv djrDlclii KJi L-lallll J J WIICICIII llic aUCllUIl 

itpm rirp<ipntatinn mpanQ nrpcpntc tVip mir*Hf\n itpm 

<^vttl vd&XiiAliUXi XllCaXlo Lrivo^XXLo lXi& dlXUilUll llClll 

information as a markup language page. 


See Claim 1 3 supra. 






1 nO ' 1 hp cvctPTTi r*f pIqitvi ^'X w/Viprpin 

X W. X lie ojroLdil KJI Claim J J WilClClll lilC 

received auction scheduling input relates to an 
auction duration. 


See Claim 148 supra. 






161. The system of claim 33 wherein the 
received scheduling input relates to one or both of 
an auction starting time and an auction ending time. 


See Claim 148 supra. 
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162 The svstem of claim 33 wherein the 
received scheduling input comprises an indication 
that the auction process is to be started immediately. 


Se^ dlaim 1 SO vunm 






1 63. The system of claim 33 wherein the 
received scheduling inniit consists of an indication 
that the auction process is to be started immediately. 


See Claim 150 supra. 






1 64. The system of claim 33 wherein the 
received scheduling input comprises an indication 

that thp auction nrocess is to hp invoVpH hv thp 

seller manually. 


See Claim 1 50 supra. 






165. The system of claim 33 wherein the 
received scheduling input comprises an indication 
that the auction process is to be initiated at a future 
time. 


See Claim 1 53 supra. 






40. [a] An auction participant system for 
enabling participation in an online auction 
conducted over a packet-switched network, the 
aiiLuuii p^iriiLipaiiia inciuuing aeiiera ui iienis to 
be auctioned and bidders on the items to be 
auctioned, the system comprising: 


See Claim 1 1 [a] supra. 

The Internet and web-based auctions described in Computer 
jviuseum una oave ine c>arin were innereniiy conauctea over 
a 'Vpacket-switched network. " 

ljcc niip.ff coTnpuicr. nowsiujjworKs. coTn/rouier.niiji/priniauie. 
("Internet data, whether in the form of a Web page, a 
downloaded file or an e-mail message, travels over a system 
known as a packet-switching network.") 


[b] an auction item receiving means for receiving 
A pAgc Ui iiiiuriiictiiuii iiiciuuiiig tine ur more 
items available for auction, 


See Claim 1 1 [b] supra. 


[c] the received page of information including a 
designation of item categories with which the 
iiciiis lur auLiiun 4re as^ociaiea, eacn setter 
designating an item category for that seller's 
item to be auctioned; 


See Claim 1 1 [c] supra. 


[d] an auction process means for executing an 
4ULiiun process corresponumg lo cne iiem oaseo 
at least in part on scheduling input received from 
the seller; 


See Claim 1 1 [f] supra. 


[e] an auction bid input means for inputting a 
uiu lur «ti icdM uiie ui uie iiems presenteu in me 

icvc^ircu ^dgc Aiiu lui iiiuuiiiiig u<tYlllcill 

information associated with the bid; and 


See Claim 1 1 [g, h] supra. 


[f] bid transmission means for transmitting the 
bid and payment information via the packet- 
switched network to a remote bid processor 
system. 


See Claim 1 1 [g] supra. 






4 1 . The system of claim 40 wherein the 
received page comprises a markup language page 


See Claim 13 supra. 



^ Attached to this Protest as Exhibit A, No. 17. 
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and wherein the auction item receiving means 
rnrrmri^p^; a wpH Hrow^pr r on npr tpH via thp intpmpt 
to a *ieTver at the remote hid nrore<?*ior svstem 








4*? Trip cvctPTTi r\T /^Inim 40 wrif rpin tnf* 

*T^. 1 IlV OjrOldll KJL Vioilll *T\J WliCfidll lilC 

navmpnt infnmnatinri iHptitifiPQ a n*pHit parH 

provided by the auction participant to pay for the 
item in the amount of the bid. 


Octp \-^iailii 1 / ijupffi*. 






1 f\f\ 'l 'hp cvctpm f\f fluim 40 wViprpin tlip 

received auction scheduhng input relates to an 
auction duration. 


iJcTc v/iaiiii i*tO ^t4Uf ti. 






1 ft7 Trip cvcfpin r\T fimrn 40 wriprpin trip 

IXJ f , 1 ilv OjrOlC'lIl \JX V/l<tiiiI HV/ WliC'idli Lite 

received scheduling input relates to one or both of 
an auction starting time and an auction ending time. 


kjt^t^ V^lallli I'tO oUUf u. 






1 68 TTiP sv<itPTTi nf rlaim 40 whpfpin thp 

received scheduling input comprises an indication 
that the auction process is to be started immediately. 


Ke>f> r^laim 1 ^0 vunTn 






1 ftO Trip cvctPTTi nf* r'laiTTi 40 wnprpin trip 

l\J^. 1 lie Ojroldli \JL Lfidllil *t\J WllClCiii liiC 

recpivpH srhpHiiliniy iriDiit rnn<ii*;t^ nf an inHirati'nn 
that the auction process is to be started immediately. 


\c>o I'liiiTn 1 SO ennr/i 
L>cc wlallli i.JV jUyfLl. 






1 70, The system of claim 40 wherein the 

T^CRivf^f^ cr'TipHiilincr itiTMit rT^tviT^ricpc sir* ifiHi/^ufir»Ti 
id/Civcu aCllCUUillig iiipUl V/UliipiloCa all lllLllCaliUll 

that thp aiiptinn nrnpp^Q iq tn hp invoVpH Hv tVip 

seller manually. 


See Claim 150 supra. 






1 / i . 1 nc syaicm vi ciaim h\j wnerein uie 
received scheduling input comprises an indication 
that the auction process is to be initiated at a future 
time. 


See Claim 153 supra. 






43. la] A system for auctioning a uniquely 
identifled item over a packet-switched network, 
the system comprising: 


See Claim 40 supra. 


(b] a database of data records, each data record 
relating to an item and comprising an identifier 
to uniquely identify the item and 


"a gin clerk commimicates via a terminal with a centralized 
data base pertinent data about the bale of cotton. The gin 
clerk enters into the centralized data base information that is 
unique to each bale, including a gin code identifying the 
particular gin, a gin tag identifying the particular bale, and 
data indicating whether or not the producer desires to assign 

PitliPr plpptmnir titlp tn tViP 1^?*1p nr n warpliniicp rpr'p-irtt t\mp 
C'luici dCL'iiUiii^^ iiiic W uic Uaic, KJl a WalCllUUoC iccciui lyuc 

of title." (2:26-33). 

"A bale master file 49 is also created to particularly identify 
each bale which is or can be traded in the system 8. The bale 
master file 49 includes data such as the warehouse code, 
warehouse tag, quality information, owner account number, 
bale status, storage date, etc." (5:63-68) 
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"Programmed and maintained within the centralized data 
base 25 for each bale is a receiving file 50. The receiving 
file 50 includes information unique to each cotton bale, as 
well as other information transmitted from the warehouse 
terminals 16 via the network 12 to the mainframe computer 
10." (6:1-6). 

"As noted above, in carrying out a transaction with respect to 
each bale of cotton, a record is generated or updated, which 
record has numerous fields identifying various aspects with 
respect to either the bale, the owner, the transaction, etc. The 
Table shown below identifies the various fields of a 
warehouse master file record as they relate to a particular 
cotton bale." (7:8-14) 

See Table "COBOL File Descriptor - Warehouse Master 
File" (col. 7-18) for description of data record 


[c] an item category, designated by a seller of the 
item, under which the item is to be offered for 
auction; 


See Claim 1 1 [c] supra. 


[d] an auction system, accessible by a plurality 
of participants via the packet-switched network, 
that presents an item for auction by providing a 
mark-up language page of information 
corresponamg lo an iiem mai is avauaDie lor 
auction during a specified time, the mark-up 
language page of information including an 
iiiuicaiiuii ui Lilt: iiciii s i.4iegury, 


See Claim 1 1 [e] supra. 


[e] wherein the auction system executes an 
aiiLiiuu pruLcaa currcspuiiuiiig lu iHc iiem □aseu 

at least in part on scheduling input received from 
the seller of the item. 


See Claim 1 1 [f] supra. 


[f] receives bids from one or more of the 
participants over the packet-switched network 
and 


See Claim 1 1 [g] supra. 


IgJ Lcrmiuaies me auciion wnen one or more 
predetermined criteria are satisfied; and 


c — FiP — rui 

See Claim 2 1 [bj supra. 


[h] wherein the auction system transmits to a 
seiecicQ auction parucipani iniormauon auoui 

submit payment information for the auctioned 
item. 


See Claim 20 [i] supra. 






1 lie oy^LCIll Ui Wldllll ''rj WllCXCili UlC 

fliipHnti tJVQtptn rpfiicpc ta 5ir*ppT\t ViiHc nfVpr tVip r*np 
ciu^iivjii a^aic^iii i&iuoCo K\J u^V/C^i L/iLLo aiid LilC Uliv 

or more predetermined criteria have been satisfied. 


oec v^iaim z 1 [uj supra. 






45. The system of claim 43 wherein the auction 
system comprises a web page server interface for 
receiving bids from auction participants connected 
to the auction system via the world wide web. 


Spp Claim 1 ^ ^unvfi 






46. The system of claim 43 wherein the auction 
system receives payment information with each bid. 


See Claim 16 supra. 
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47. The system of claim 46 wherein the 
auction svstem receives navment informatinn 
identifying a credit card account, and transmits the 
credit card account information to a remote 
verification system before processing the bid. 


See Claim 24 supra. 






48 The svstem of claim 47 wherein the 
auction system selects a bid based on the one or 
more predetermined criteria, 


Spp r^laim 44 ^imvti 


rjToresses the credit card arrniint for the amniint of 
the bid, and 


1*15111X1 74 vuny/i 


transfers legal ownership of the item to the 
participant that submitted the bid. 


See Claim 25 [c] supra. 






172 The svstem of rlaim 4^ whprpin thp 
received auction scheduling input relates to an 
auction duration. 


I'lnitn 1 4x vnnTn 






173 The svstem of claim 43 wherein the 
received scheduling input relates to one or both of 
an auction starting time and an auction ending time. 


^pp f^laim 1 4R ^unrn 






174 The svstem of claim 43 wherein the 
received scheduling input comprises an indication 
that the auction process is to be started immediately. 


Spp r^laim 1 SO ^unvn 






17S TVif* svQtpm r*f rlnitn 43 wViPrPin tHf^ 

received schedulinp inmit consists of an indication 
that the auction to be started immediately. 


otc^ v^iaiiii Lj\j iiupra. 






176. The system of claim 43 wherein the 

i&V/vivc;u a^^iicuuiiiig ixipui Vi/Uiii|Jiiaca ail iiiuiCaiKJll 
that the auction nrocess is tn He invnlferl V»v tVie 

seller manually. 


See Claim 150 supra. 






1 77. The system of claim 43 wherein the 

fPPPiVpH cpl*if»rlii liner iriTMit f*r»TTir*ricp»c Q-n inHir^QHrtn 

ictcivcu auiicuuiui^ iiipul LuiiipriaCb an inuiLfaiiun 
that the auction nrocess is to He initiated at a fiifiire 

u-iai itiw autumn L^iv^ttoo lo i\j llixilaic^u al a lULUlt 

time. 


See Claim 153 supra. 






1 SQ Trip cvctPTTi r\T r'laim \ \i/riprpiri tlip 
io;7. 1 lie dyaicxil Ui ciaiiii wiicicUi uic 

received scheduling inniit comnrisps an indication 

that the auction process to be initiated at a future 

time. 


This claim is identical to claifti 177 . 






209. The system of claim 43 wherein the one or 
more predetermined criteria are defined at least in 
part by the received scheduling input. 


Spp Claim 44 ^unm 






49. [a] An auction participation system, in 
communication with an auction processor that 
processes bids for items being auctioned, for 
enabling participation in an online auction over a 


See Claim 40 supra. 
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packet-switched network the auction 
participation system comprising: 




fill {in tiiio^inii rkQOA rpf^inipnl' ttipqiig i'hQ^ t*p<*pi\7PG 

[LFJ all ilUVrlltfll ^IgC 1 CLIUICIIL lllCdllS lll<tl I CCCIVO 

from a server at the auction processor a page 
containing information about at least one item 
being auctioned, the received page including 


I'lsiim 1 1 rh 1 


|cj a ucaignaiion oi an iieni caiegory wiin wnicn 
the at least one item being auctioned is 
associated, the item category being specified by a 

aciici \ji iiic iiciii, 


iDc€ ^^laim 1 1 [cj supra. 


[d] an auction process means for conducting an 
internet-based auction of the item based at least 
in part on scheduling input received from the 
seller of the item; 


See Claim 1 1 [f] supra. 


[e] bid input means for enabling a participant to 
input a bid for submission to the auction 
processor via the packet-switched network; 


See Claim 1 1 [g] supra. 


[fj bid award receiving means for receiving an 
indication that the bid was awarded to the 
participant; and 


"An ETS buyer is invoiced by the mainframe conqjuter 10 
activating the printer 23 to produce a paper invoice for 
mailing to the buyer." (23:32-34). 

"The purchaser enters "/BBV" and the sale number on this 
terminal 18, and the warehouse code and tag of the selected 
bales are displayed on his screen. By looking at the bales 
listed on the screen (block 206), the purchaser can verify that 
the selected bales are in fact the ones that he has agreed to 
buy, and that the price is as agreed." (23:63-24:1) 

"C/OFFER STATUS-Several status states are possible 
including ACTIVE (offer is open); VOID (offer has been 
withdrawn by the buyer); ACCEPT offer has been accepted); 
vv vyivjviiN Kj ^gin dLKnuwicugcb rcccipi oi me v^ounter vjiier 
and is atten:q)ting to locate the producer for consideration)." 
(34:63-68) 


Lg] p<tynicni iniormaiion inpui means lor 

Ptisihlino thp Tiiii*f'lplnon# fr\ inniit nQvnriAn^ 

information in response to receiving a bid award. 


See Claim 1 1 [h] supra. 






so Trip cvcff^Tn f\T cluAtn ^0 tn/Vi^f^iTi tVi** 

-/w. 1 lie ajfaiciii ui Liaiin Hy wncrcin uie 
auction napp rprpivinp mpan^ rnnTnriQpQ a wpH 

browser system that accesses a server at the auction 
processor to receive the page. 


oce ^laim vo supra. 






5 1 . The system of claim 49, wherein the 
auciiuii pal iicipaiiuii ayaicin rcLcivcs paymciii 
information with each bid. 


See Claim 16 supra. 






52, The system of claim 5 1 wherein the 
auction participation system receives payment 
information identifying a credit card account and 
transmits the credit card account information to a 
verification system before processing the bid. 


See Claim 24 supra. 
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The sv^item of claim 52 wherein the 
auction participation system selects a bid based on 
one or more predetermined criteria, 


^pp f^laim 44 ^unrn 


processes the credit card account for the amount of 
the bid and 


See Claim 24 supra. 


transfers le^al ownershin of the item to the 
participant that submitted the bid. 


Spp f^laim 7S Frl vunr/j 






1 7R Xhe svstem nf claim 4Q wherein the 
received auction scheduling innut relates to an 
auction duration. 


f^lmm 1 4R vunrn 
OC'C^ V^ldllll 1*tO i^UL/f u. 






170 Thf* Qvctpm nf rlaitn 40 whprpin thp 
received srhediilinp inmit relates to one or both of 
an auction starting time and an auction ending time. 


OcJc v^iaiiii i*+o ^upru. 






1 Rrt Thp cvcfpTTi nf flnim 40 whprpin fhp 
1 OV/. J. lie aj^&ldli KJi. daliil 'TJ^ WllviCIll UlC 

received schediilinp innut comnrises an indiration 
that the auction is to be started immediately. 


ocTe v^iaiiii ijyj juprci. 






181. The system of claim 49 wherein the 

fpppiveH CfhpHiilinff inmit pnncictc r*f nn inrli nation 
it'V&iv^u o^xivuuiiiig Ui^JUi ui^/iidioLo (til llluluallUll 

that the auction is to be started immediatelv 


See Claim 150 supra. 






1 82 . The system of claim 49 wherein the 

repeivpH QfheHiihno inmit r* nmnriQPQ an inHipnrion 
i^k.'W'iv&u dL/iivuiiiiiig iii^ui LfUiii^iiscd all iiiuicaiiuii 

that the auction is to be invoked bv the seller 
manually. 


See Claim 150 supra. 






1 i\K ' 1 np cvctpm nf nlainn 40 \ii/ViPT*pin tVip 
M.KJJ. 1 lie ajolCIll Ul ClalllX WllClClIl lilC 

received scheduling input comprises an indication 
that the auction is to be initiated at a future 


oee i^iaim \jd supra. 






54, A system for facilitating commerce at 
an internet-based auction, the system 

pnirmriclno* 
tuiiipriMiig* 


See Claim 1 1 [a] supra. 


auction item receiving means for receiving from 
one or more auction participants information 
regarding an item to be posted for an auction, 


See Claim 1 1 [b] supra. 


the received information including a designation 
of a category, selected from a list of categories, 
under which the item is to be auctioned; 


See Claim 1 1 [c] supra. 


auction processor means for processing 
information received by the auction item 
receiving means and presenting the processed 
information in a format to be transmitted to 

auction nurtirinsintc nvpf fi niirlfpt-cwitrhpH 
network, the format including an indication of 
the category of the item to be auctioned. 


ctee Claim 1 1 [ej supra. 


the auction processor means including an auction 
process means for executing an auction process 
for the item based at least in part on scheduling 
input received from the seller of the item; and 


See Claim 1 1 [f] supra. 
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bid receiving means for receiving bids for the 
item presented to auction participants. 


See Claim 1 1 [g] supra. 






1 84 The svstem of claim S4 wherein the 
received auction scheduling input relates to an 
auction duration. 








1 85. The system of claim 54 wherein the 
received ^cheHiilinp inmit relate^; to one or hoth of 
an auction starting time and an auction ending time 


See Claim 148 supra. 






186. The system of claim 54 wherein the 

rpf pivpH cpVipHiimtict inmit fr\mnncpc Jin inHiPufif^n 
that the auction nroce*;*? ii to he started immediatelv 


See Claim 150 supra. 






1 87. The system of claim 54 wherein the 
received inmit con<ii<*t*» of an indication that the 
auction process is to be started immediately. 


See Claim 150 supra. 






1 88. The system of claim 54 wherein the 

received schediihnp inniit comnrisp*! an indicatinn 

that the auction process to be invoked by the seller 
manually. 


See Claim 150 supra. 






fell A f*mnniii'AV*_iiinn1citnnAni'<iH mof'hrkH 
•7*7* |aj r\ CUllipUlcr-lJIipiCllIclIlcU IIlclilUU Ul 

facilitating internet auctions, the method 
comnricino* 


oce V^iaim 1 1 [aj SUpru. 


[b] receiving information from a seller including 
(i) information about an item to be auctioned at a 
computer system programmed to receive 
information over a communication network, and 


See Claim 1 1 [b] supra. 


|cj yii) input reiaung lo scneuuung an auciion lor 
the item, 


See Claim 1 1 [d] supra. 


Id] the auction item information including a 
selection of a predetermined category, the 
prcucicriiuncu caicgury seiecieu uy cne setter 
from a predetermined list of categories 
maintained by the computer system; 


See Claim 1 1 [c] supra. 


[e] based on at least a portion of the information 
received from a seller, generating a unique item 
identifier by a program executing on the 
computer system; 


See Claim 20 [e] supra. 


|ij nouiying me setter oi me untque item 
identifier generated in response to receiving 
information about the item to be auctioned; 


"A menu screen is presented showing bales which are owned 
by him (block 202). This information is obtained by the 
mainframe computer 10 from the warehouse master file 56." 
(23:54-57) 

Fig. 2 


[g] based at least in part on the received auction 
scheduling input, auctioning the item at the 
computer system with an auction process 


See Claim 1 1 [f] supra. 
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program, 




[h] the auction process program indicating the 
predetermined category selected by the seller 
and identifying the item to be auctioned; 


See Claim 1 1 [e] supra. 


[i] presenting the auction to a plurality of auction 
participants via a computer network in response 
to a request to display information about the 
item to be auctioned, the request to display the 
item's information being processed by a 
computer program executing on the computer 
system; and 


"The gin clerk can list a lot or query the system for them." 
(31:5-6) 

"TELCOT also allows the cotton buyer to specify only the 
cotton which he is interested in buying. Each buyer can 
establish his own individual criteria; e.g., to limit price, 
specify and quality limits, define warehouse and/or gin 
location, and crop-year parameters. TELCOT then displays 
only those lots that meet these criteria." (33:58-64) 

Statements made by the BPAI during appeal of 
MercExchange 's '820 application confirm that: 

"[Lindsey] discloses (col. 4, lines 52-55) that the invention 
provides coordinated interaction between the various gins, 
warehouses and buyers to achieve an effective and efficient 
cotton trading program, and that (col. 30, line 66 through col. 
3 1 , line 11) a producer can display all of his lots of cotton 
wim meir quauiy cnaraciensncs ana quoiea marKet value. 
Some farmers access the system using their own PCs, while 

UUiCxa lU UlC ^111 WllCiC pUUlIC i V^o arc a Valla Die. 1 ne gm 

clerk can Hst a lot or query the system for them. At any time, 
there are approximately 40 buyers on the system. From this 
uioLiuouic Ui i^iiiuocy, wc iiiiu liiai a piuapcciivc Duycr can 

cpnrfVi tViP cvcfpm frir it(=*nnc tr» l^p ■mirr*VincpH " /^T^yVi Q cif IH 
ovaxvii lilt' ajroiCiiii lKji iiwiiid wj uc uui^iiaoCU. f xllrAll. o dl lKJ 

11) 


[j] receiving at the computer system at least one 
bid on the item being auctioned, 


See Claim 1 1 [g] supra. 


[kl the computer system updating a display of 
iiic iiciii 3 iiiiuniiaiiuii 111 response lu rcccipi ui 

fVif^ fit lAftct Kirf 

lllC Ml UllC UlU* 


Fig 2 (Col. 33-34): Buyer Counter Offer Maintenance Screen 






64. The method of claim 55 wherein the 
information received from a seller further comprises 
an item subcategory, selected by the seller from a 
list of item subcategories, under which the item is to 
be offered for auction. 


See Claim 1 1 [c] supra. 






65. The method of claim 55 wherein the 
information received from a seller comprises a 
verbal description of the item or a graphical 
depiction of the item or both. 


Lindsey discloses the receipt of a description of the item to 
be sold. While Lindsey does not explicitly describe the 
receipt of a graphical depiction, it would be obvious to 
include such information if the item being sold is a non- 
commodity. See Lindsey 3:40-43 ("It is to be understood 
however, that the principles and concepts of the invention 
can be utilized in other environments and are not thereby 
limited to commodities or to the equipment shown. "). 

"a gin clerk communicates via a terminal with a centralized 
data base pertinent data about the bale of cotton. The gin 
clerk enters into the centralized data base information that is 
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unique to each bale, including a gin code identifying the 
particular gin, a gin tag identifying the particular bale, and 
data indicating whether or not the producer desires to assign 
either electronic title to the bale, or a warehouse receipt type 
of title." (2:26-33). 

"At any time, the producer can display all of his lots of 
cotton with their quality characteristics and quoted market 
value. Producers and buyers can also see the lots that have 
recently sold, their quality characteristics, and the price per 
poimd paid by the buyer for the lot." (30:66-3 1 :2) 

"Producers wanted more flexibility in marketing options, 
greater market information and guaranteed payment. Buyers 
wanted a more comprehensive description of the cotton 
offered^ the ability to buy large volumes faster, to maintain a 
running tally of their purchases and guaranteed delivery of 
their cotton. TELCOT met both the buyer*s and seller's 
needs. This legacy of innovation and creativity continues 
today as a satellite commimication system has been installed 
at 7 eins and 2 buver locations for data (and potentiallv 
voice) transmission. Two-wav radio links recently have 
become economically attractive alternatives to leased 
icicpnuuc iincd in bumc lucaiiuiio anu are now oeing uiiiizeu 

al UVCi ivV/ ^-Ul iUUaliUlia. iJUlll \jX liiCaC aUUlUa^^liCo die IIIUIC 

reliable and less expensive than leased analog lines. Also, 
personal con^uters have recently been integrated into the 
TELCOT communication system allowing farmers to 
conduct some transactions from their homes, if they desired." 






66. The method of claim 55 wherein the 
information received from a seller conq^rises a 
verbal description of the item, the verbal description 
including subjective information supplied by the 
seller. 


See Claim 65 supra. 






u/. 1 nc incinuu oi ciaim oo wnerein me 
subjective information includes one or more of 
following: condition of the item being offered for 
auction, authenticity of the item being offered for 
auction or special features of the item being offered 
for auction. 


oee L^iaim oj supvu. 






68. The method of claim 55 wherein, prior to 
supplying information, the seller registers to sell 
items for auction. 


"the use of drafts and wire transfers of frmds prior to title 
transfer" (31:39-40) 

"An account authorization file 60 is maintained in the 

r'f>niTali'7f>rl pntntMitpT" Hata Viacp ' 1 'Kp iir*f mint 
UCiiUaiiZtCU dJilipuiCi Liala UaoC l lie aL'LUUill 

authorization file 60 includes information such as loan 
eligibility of a producer, and default producer payment 
information. As may be readily apparent to those skilled in 
the art, other data bases, files, fields, and information can be 
stored in the data base 25 to further enhance trading within 
the system. For exan^le, in the event electronic funds 



25 



Serial No. 09/253,014 



Protest Under 37 C.F.R. §1.291 

APPENDIX IV 



'014 App. Claims 






transfer is in^lemented into the system 8, other files and data 
bases can be added for carrying out such enhanced activity." 
(6:58-68) 

"The gin master file records include fields indicating the gin 
name and address, gin code, and the account information for 
those producers who are customers at the gin and have 
authorized the electronic trading of their cotton." (5:56-60) 

"Lastly, a producer payment file 62 is maintained in the data 
base 25. The producer payment file 62 includes data relative 
to those producers who authorize their cotton to be traded by 
or within the system 8. The file 62 includes data for each 
producer relating to the payment received, payment 
instructions, payment information, etc." (7:1-7) 

"Also, the producer's account number or other identifying 
indicia is noted on the ticket which is affixed to the bale." 
(17:68-18:33) 

"It should be noted that initially the owner/producer of the 
cotton bales has a unique four digit account number" (20: 12- 
14) 

"TELCOT has put PCCA in the brokerage business. They 
now provide an efficient and effective means of executing 
transactions between all the major cotton buyers and sellers." 
(28:64-68) 

Statements made by the BPAI during appeal of 
MercExchange 's '820 application confirm that: 

"From our review of Lindsey, we find that Lindsey discloses 
(col. 6, lines 65-68) inqjlementing the use of electronic fimd 
transfer, and the use of 'drafts and wire transfers of fimds 
prior to title transfer.' (col. 31, lines 39 and 40). From these 
teachings of Lindsey, we agree with the examiner (answer, 
page 22) that '[t]hose of ordinary skill in the art would have 
readily appreciated that electronic fiinds transfer in a trading 
system requires both the buyers and sellers have accounts 
ana uiai ine ouyer s account oe aeDirea lor ine purcnase 
made.' We find this to be supported by the disclosure in 
Lindsey that *in the event electronic fimds transfer is 

inrrnli^mPTitpH iritr» tVip* ci/ctp-m 8 ntli^r filpc anH rlQf'aK'iof^c rrtrt 
iiiJ^iviiiC'iiicLt liiiu liic sydiciii o, uuici iiiCo aiiu UaUlt/aoCd Ldn 

be added for caiTvino" out *;iirh prihanreH artivitv PvVi ^ 
24-25. 






69 The method of claim fiR whprpin 
registering the seller comprises receiving identity 
information from the seller. 








70. The method of claim 68 wherein 
registering the seller comprises receiving financial 
information from the seller. 


See Claim 68 supra. 






71 . The method of claim 68 wherein 


"the use of drafts and wire transfers of fimds prior to title 
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registering the seller comprises opening a debit / 
credit account for the seller. 


transfer" (31:39-40) 

"If either owner or purchaser or both are financing their 
purchases of the commodity through a bank, then approval of 
this type of transaction may be required by the bank. In this 
event, a terminal similar to terminal 18 would be installed at 
the bank, and bank approval would be required by the 
mainframe computer 10 before the transaction could be 
completed." (24:26-32) 

"The gin master file records include fields indicating the gin 
name and address, gin code, and the account information for 
those producers who are customers at the gin and have 
authorized the electronic trading of their cotton." (5:56-60) 

"An account authorization file 60 is maintained in the 
centralized computer data base 25. The account 
authorization file 60 includes information such as loan 
eligibility of a producer, and default producer payment 
information. As may be readily apparent to those skilled in 
the art, other data bases, files, fields, and information can be 
stored in the data base 25 to further enhance trading within 
the system. For example, in the event electronic funds 
transfer is implemented into the system 8, other files and data 
bases can be added for carrying out such enhanced activity." 
(6:58-68) 

"Lastly, a producer payment file 62 is maintained in the data 
base 25. The producer payment file 62 includes data relative 
to those producers who authorize their cotton to be traded by 
or within the system 8. The file 62 includes data for each 
producer relating to the payment received, payment 
instructions, payment information, etc." (7:1-7) 

"Also, the producer's account number or other identifying 
indicia is noted on the ticket which is affixed to the bale." 
(17:68-18:33) 

"It should be noted that initially the owner/producer of the 
cotton bales has a unique four digit account number" (20:12- 
14) 

"Every TELCOT transaction generates a commission for 
PCCA. On a typical day, TELCOT processes approximately 
1 15,000 on-line transactions." (28:52-54) 

"TELCOT has put PCCA in the brokerage business. They 
now provide an efficient and effective means of executing 
transactions between all the major cotton buyers and sellers." 
(28:64-68) 

Statements made by the BPAI during appeal of 
MercExchange *s '820 application confirm that: 

"From our review of Lindsey, we find that Lindsey discloses 
(col. 6, lines 65-68) implementing the use of electronic fund 
transfer, and the use of 'drafts and wire transfers of funds 
prior to title transfer.' (col. 3 1 , lines 39 and 40). From these 
teachings of Lindsey, we agree with the examiner (answer. 
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page 22) that '[tjhose of ordinary skill in the art would have 
readily appreciated that electronic funds transfer in a trading 
system requires both the buyers and sellers have accounts 
and that the buyer*s account be debited for the purchase 
made.' We find this to be supported by the disclosure in 
Lindsey that 'in the event electronic funds transfer is 
in^lemented into the system 8, other files and databases can 
be added for carrying out such enhanced activity.'" Exh. S at 
24-25. 

"[W]e find that Lindsey discloses (col. 28, lines 52-55) that 
'[ejvery TELCOT transaction generates a commission for 
PCCA. On a typical day, TELCOT processed approximately 
1 15,000 on-line transactions.' From the disclosure of 
Lindsey that every transaction generates a commission, we 
find that the conq)uterized trading system will inherently 
deduct the commission firom the funds due to the seller." 
(Exh. Sat 28-29) 






72. The method of claim 71 further comprising 
debiting the seller's account bv an amount 
corresponding to a seller's fee. 


See Claim 71 supra. 






73. The method of claim 7 1 further comprising 
crediting the seller's account by an amount 
corresponding to the purchase price of an item sold 
at auction. 


See Claim 71 supra. 






74. The method of claim 55 wherein the seller 
logs into the auction computer system from a 
computing platform in order to provide information 
about an item to be auctioned. 


"a gin clerk communicates via a terminal with a centralized 
data base pertinent data about the bale of cotton. The gin 
clerk enters into the centralized data base information that is 
unique to each bale, including a gin code identifying the 
particular gin, a gin tag identifying the particular bale, and 
data indicating whether or not the producer desires to assign 
either electronic title to the bale, or a warehouse receipt type 
of title." (2:26-33). 

"Each gin terminal 14 comprises an IBM PS/2 Model 70 
personal conqjuter with a telephone line modem (not shown) 
for communicating cotton bale data to a data base storage 
unit 25 of the mainframe computer 10." (4:5-9) 

"In the preferred form, such information is entered into the 
terminal 14 in a format according to a programmed screen 
menu. For each bale produced by the particular gin 9, such 
information is transmitted from the gin terminal 14, via the 
nerworK iz^ lo me mamnrame computer lu. yio.jj'j^) 

"Also, personal computers have recently been integrated into 
the TELCOT communication system allowing farmers to 
conduct some transactions firom their homes, if they desired." 
(39:56-59). 
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75. The method of claim 74 wherein the 
seller's computing platform comprises a personal 
computer, a workstation, a cable set-top device, a 
video game system or a portable computing device. 


See Claim 74 supra. 






76. The method of claim 55 wherein an 
auction participant logs into the auction conqjuter 
system from a computing platform in order to 
browse or bid on items offered for auction. 


See Claim 74 supra. 






77. The method of claim 76 wherein the 
auction participant's computing platform comprises 
a personal computer, a workstation, a cable set- top 
device, a video game system or a portable 
conqjuting device. 


See Claim 74 supra. 






78. The method of claim 55 wherein the seller- 
provided information includes a reserve price for 
the item to be auctioned. 


See Claim 18 supra. 






79. The method of claim 78 wherein the 
seller's reserve price is not revealed to auction 
participants. 


Lindsey discloses the use of a reserve price. See Claim 18 
supra. While whether the reserve price is revealed to 
bidders is not explicitly discussed, one of ordinary skill in the 
art in 1995 would have been motivated to not reveal the 
reserve price, as it was well-known in the art that the use of 
a confidential reserve price protected a seller 's interests. 

— Secondary References / Knowledge in the Art — 

See, e.g., Exh. A, No. 18 at 97-98 {''The live-auction process 
works well when combined with the use of a reserve price 
establishing the minimum amount acceptable to the seller. 
This device protects the seller from having to 'give away' 
assets at unrealistically low bids, increasing the average 
selling price to all sellers over time."). 

See, e.g. , http://www. auctioneerscanada. com/auctglos. html 
("Auction with Reserve: An auction in which the seller 
reserves the right to accept or decline any and all bids. A 
friinirfiuffi ucct^piuute price ffiay or muy nui oe uisciosea. j 

See, e.g., http://www.auctioneerscanadaxom/auctglos.html 
("Auction with Reserve: An auction in which the seller 
reserves the right to accept or decline any and all bids. A 
minimum acceptable price may or may not be disclosed.") 






80. The method of claim 55 wherein prior to 
bidding on an item an auction participant browses 
the predetermined list of categories to search for 
desired items on which to place bids. 


"The gin clerk can list a lot or query the system for them." 
(31:5-6) 

"TELCOT also allows the cotton buyer to specify only the 
cotton which he is interested in buying. Each buyer can 
establish his own individual criteria; e.g., to limit price, 
specify and quality limits, define warehouse and/or gin 
location, and crop-year parameters. TELCOT then displays 
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only those lots that meet these criteria." (33:58-64) 

Statements made by the BPAI during appeal of 
MercExchange *s '820 application confirm that: 

"[Lindsey] discloses (col. 4, lines 52-55) that the invention 
provides coordinated interaction between the various gins, 
warehouses and buyers to achieve an effective and efficient 
cotton trading program, and that (col. 30, line 66 through col. 
31, line 11) a producer can display all of his lots of cotton 
with their quality characteristics and quoted market value. 
Some farmers access the system using their own PCs, while 
others go to the gin where public PCs are available. The gin 
clerk can list a lot or query the system for them. At any time, 
mere are approxunaieiy hu ouyers on me sysiem. rrom inis 
uiociuauic xji L^iiiLiocy, wc iiiiu uiai a uiuopcciivc uuycr Caii 

search the system for items to be purchased." (Exh. S at 10- 

11) 






81 . The method of claim 55 wherein the seller 
ships an item purchased at auction to a destination 
specified by the purchasing auction participant. 


Lindsey discloses the shipping of items from seller to buyer. 
See 25:47-27:21, 






82. The method of claim 55 wherein the seller- 
provided information includes an indication from 
the seller whether the item offered for auction is to 
be advertised to potential bidders. 


The Lindsey system contemplated a display of non-auction 
related information such as 'weather forecasts and general 
news 

"The TELCOT system also provides a summary of daily 
activity, access to futures prices for all major conmiodities, 
weather forecasts, and general news." (34:5-7) 

One of ordinary skill in the art would be motivated to include 
advertisements in this information in order to generate 
revenue for the system. The use of advertisements to 
generate revenue is a well known method: 

Computer Museum : "The featured item for today ..." 

Save the Earth (p. 1): "The telecommunications, retail, 
advertising and other industries are presently investing 
heavily in online tests and trial services aimed at tapping into 
what many believe will be a major marketing and sales 
channel in the near future."; (p. 2): "The online 
communications and World Wide Web access services ... are 
bemg contnbutea by ... ulobal Commerce Lmk. ; GCL 
products and services support interactive sales transaction, 
marketing, advertising, and customer service applications on 
the Internet..." 

As a result, it would have been obvious to include 
advertisements in the Lindsey system. 






83. The method of claim 82 wherein the 
advertisement appears on a main web page 


See Claim 82 supra. 
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maintained by the auction computer system. 








84. The method of claim 83 wherein the main 


See Claim 82 supra. 






85. The method of claim 55 further comprising 
notifying an auction participant that a bid by that 
participant has been accepted. 


"C/OFFER STATUS-Several status states are possible 
including ACTIVE (offer is open); VOID (offer has been 
withdrawn by the buyer); ACCEPT offer has been accepted); 
WORKING (gin acknowledges receipt of the Counter Offer 
and is attempting to locate the producer for consideration)." 
(34:63-68) 






86. The method of claim 55 wherein an 
auction participant makes electronic payment for an 
item purchased at auction. 


"the use of drafts and wire transfers of funds prior to title 
transfer" (31:39-40) 

"An account authorization file 60 is maintained in the 
centralized computer data base 25. The accoxmt 
authorization file 60 includes information such as loan 
eligibility of a producer, and default producer payment 
information. As may be readily apparent to those skilled in 
the art, other data bases, files, fields, and information can be 
stored in the data base 25 to further enhance trading within 
the system. For example, in the event electronic funds 
transfer is inq)lemented into the system 8, other files and data 
bases can be added for carrying out such enhanced activity." 
(6:58-68) 

"TELCOT has put PCCA in the brokerage business. They 
now provide an efficient and effective means of executing 
transactions between all the major cotton buyers and sellers." 
(28:64-68) 

Statements made by the BPAI during appeal of 
MercExchange 's '820 application confirm that: 

"From our review of Lindsey, we find that Lindsey discloses 
(col. 6, lines 65-68) implementing the use of electronic fund 
transfer, and the use of 'drafts and wire transfers of funds 
prior to title transfer.' (col. 31, lines 39 and 40). From these 
teachings of Lindsey, we agree with the examiner (answer, 
page 22) that '[tjhose of ordinary skill in the art would have 
readily appreciated that electronic funds transfer in a trading 
system requires both the buyers and sellers have accounts 
and that the buyer's account be debited for the purchase 
made.' We find this to be supported by the disclosure in 
Lindsey that 'in the event electronic funds transfer is 
imnlempTitpH intn thf* *iv<;tpm 8 nthpr filpQ anH flataHn qpq ran 

Ull^l^lllblltvU llllU UIV oVottlil O, VfUllWX Xil^d ClllU ViCllClLradvo Cull 

be added for carrying out such enhanced activity.'" (Exh. S 
at 24-25) 






87. The method of claim 86 wherein an 
auction participant makes electronic payment by 
providing credit card or debit card information. 


See Claim 1 7 supra. 
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88. The method of claim 86 wherein an 
auction participant makes electronic payment by 
providing electronic funds transfer information 


See Claim 86 supra. 






89. The method of claim 86 wherein an 
auction participant makes electronic payment using 
e-money. 


Lindsey expressly describes the auction system's desire to 
''guarantee all transactions" and make sure the sellers 
receive their funds within 24 hours, (31:32-35). Although 
Lindsey does not expressly describe e-money payment, the 
"e-money" had not been conceived of when the Lindsey 
application was filed in 199L As explained in section IL F. 
of this Protest, one skilled in the art would have been 
motivated to utilize any one of a number of forms of 
electronic payment (e.g., credit card processing, funds 
transfer, credit/debit accounts, clearinghouses, e-money) in 
an electronic auction. As the '014 application correctly 
concedes, each of these techniques was "well known" by 
skilled artisans who ''understood" how to incorporate any of 
them in an electronic auction. Indeed, Lindsey provides 
explicit motivation to include other forms of electronic funds 
transfer, such as the later developed "e-money. " 

"An account authorization file 60 is maintained in the 
centralized conqjuter data base 25. The account 
authorization file 60 includes information such as loan 
eligibility of a producer, and default producer payment 
information. As may be readily apparent to those skilled in 
the art, other data bases, files, fields, and information can be 
stored in the data base 25 to further enhance trading within 
the system. For example, in the event electronic funds 
transfer is implemented into the system 8, other files and data 
bases can be added for carrying out such enhanced activity." 
(6:58-68) 






90. The method of claim 55 wherein the seller- 
piuviucu uiiuriiiaiiun uiLiuuco a bpeciiieu iime 
period for the auction. 


See Claim 148 supra. 






y I, ine meinou oi ciaim jj wnerem me 
aucuuii pruccbb pru^iain inuiLdica an opening oiu 
for an item offered for auction. 


See Claim 1 8 supra. 






92. The method of claim 55 wherein the 
auction process program indicates a current bid for 
an item offered for auction. 


See Claim 55 [k] supra. 






93. The method of claim 55 wherein 
presenting the auction to the plurality of auction 
participants comprises displaying one or more of the 
following: a verbal description of the item offered 
for auction, a graphical depiction of the item offered 
for auction, or bid information relating to the item 
offered for auction. 


"The purchaser enters "/BBV" and the sale number on this 
terminal 18, and the warehouse code and tag of the selected 
bales are displayed on his screen. By looking at the bales 
listed on the screen (block 206), the purchaser can verify that 
the selected bales are in fact the ones that he has agreed to 
buy, and that the price is as agreed." (23:63-24:1) 

"TELCOT also allows the cotton buyer to specify only the 
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cotton which he is interested in buying. Each buyer can 
establish his own individual criteria; e.g., to limit price, 
specify any quality limits, define warehouse and/or gin 
location, and crop-year parameters. TELCOT then displays 
only those lots that meet these criteria." (33:58-64) 

"P/OFFFR 9TATTT^— ^pvprnl ctatiic ctatpc arp nncciKIp 

wwFr jZfiv o 1 /\ 1 uo"ijcvciai biaiub bidicb are pUddiDie 
including ACTIVE (offer is open); VOID (offer has been 
withdrawn by the buyer); ACCEPT offer has been accepted); 
WORKING (gin acknowledges receipt of the Coimter Offer 

arifl ic aftPTTTntificr tr* lr*r*i*tp tViP r»rr\Hiir'pr fWr pnnciH pre* ♦^r^rl^ " 

G4-63-68) 

\ w/ T , \J ^ \J\J ) 






94. The method of claim 55 wherein 

^jitoC'iiiiiig lilt aiidiUii lu uic ^iuidiiijr ui dUCllUii 

Darticinants fiirther comnrises disnlavinff 
advertisements to the plurahty of users. 


See Claim 82 supra. 






TTtP iTiPtlifid of claim 04 whf*rpin tfip 
displayed advertisements relate to items offered for 
auction. 








96. The method of claim 94 wherein the 
disnliivpH advprri^pmpTitQ rplatp tn ffnoH^ / ^prvirp^ 

offered by a third party. 


See Claim 82 supra. 






97. The method of claim 55 wherein the 
con^uter system updates the display of the item's 
information each time a bid higher than the current 
bid is received. 


See Claim 55 [k] supra. 






98. The method of claim 55 further comprising 
obtaining an auction participant's assent to terms of 
sale before accepting bids from that auction 
participant. 


"A buyer master file 54 is also maintained in the centralized 
data base 25. A buyer master file record is unique to each 
buyer associated with the system, including fields having a 
buyer number and a title flag field. Each buyer record in the 
file 54 includes a flag field having at least two possible 
indications, one being that the transaction is to be carried out 
with an electronic warehouse receipt evidencing title to the 
particular bale, and the other indication that the transaction is 
to be carried out with a pxmched warehouse receipt card, i.e., 
a documentary type of title." (6:23-33) 

"Also, in response to such a request, a menu appears on the 
buyer's terminal screen indicating information to input to 
complete a transaction for purchasing one or more bales of 
conon, or a diock ox oaies. \z,z.Zo-j i ) 

"some or all of the Huvers mav have nrevioii^ilv aorppH tn 
carry out cotton trading transactions using the electronic title 
of the invention, i.e., an electronic warehouse receipt, rather 
than the card form of title." (23: 1-5) 






99. The method of claim 98 wherein the 
auction participant's assent is supplied via the 


See Claims 98 and 1 1 [a] supra. 
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PriorSVrt ^ 


Internet. 








1 90. The method of claim 55 wherein the 
received auction scheduling innut relates to an 
auction duration. 


See Claim 148 supra. 






191 . The method of claim 55 wherein the 
received auction scheduhn? innut relates to one or 
both of an auction starting time and an auction 
ending time. 


See Claim 148 supra. 






107 The methofl of plaim wherein tVip 
received auction innut comnrises an indicahon that 
the auction is to be started immediately. 


Oct V^iailli 1 J\7 jUUrtl. 






193. The method of claim 55 wherein the 

reeeiveH aiirtion innut ronsists of* an inHieation that 
the auction is to be started immediatelv 


See Claim 150 supra. 






194. The method of claim 55 wherein the 
received auction scheduling input comprises an 
indication that the auction is to be invoked bv tbe 
seller manually. 


See Claim 150 supra. 






195. The method of claim 55 wherein the 
received auction scheHiilinf> innut corrmrises an 
indication that the auction is to be initiated at a 
future time. 


See Claim 153 supra. 






133. A computer-implemented method of 
facilitating Internet-based electronic auctions, 

thp mpflinrl poiTint*ici no* 

llIC IIICIIIUU Wiii|Jl ISlIIg* 


See Claim 1 1 [a] supra. 


receiving information from a seller of an item to 

hp fHiptiAnpH thp lnfrii*nn{i#iAn inoliiHina 
LFc auciiviicu, iiic iiiivi iiiaiiuil lllL.lUUlllg 


See Claim 1 1 [b] supra. 


(i) information identifying the item to be 
auctioned and designating an item category 

splppfprl hv thp cpUpt* fiTkm a lic# ■I'Pm 
sC'ic.vicu uy iiic 9C11CI ii uiii a list vi iiciii 

categories, and 


See Claim 1 1 [c] supra. 


(ii) input relating to scheduling an auction for the 
item; 


See Claim 1 1 [d] supra. 


storing at least a portion of the received 
information in a database of information relating 


See Claim 43 [b] supra. 


mapping at least a portion of the received 
information stored in the database into a 
presentation format that includes the identifying 
information and the item category provided by 
the seller; displaying the presentation format to a 
plurality of buyers; 


See Claim 1 1 [e] supra. 


based at least in part on the received auction 
scheduling input, conducting an online auction 
for the item including receiving bids on the item 
from one or more of the plurality of buyers; and 


See Claim 1 1 [f] supra. 
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'014 App Claims 


Prior Art 


tpriTiindtinp thp nnlinp siiirtinri nf thp itpm hficpH 
on a predetermined condition. 








134. The method of claim 133 further 

r'rtTnnricino' TirttTf\/inCT n ii/iTiriinci rMi'x/pr ■fnut a Vm/i 
i^UlillJildiiig iiUliXjr lilg a Wiliiiiiix uuyci liiai a UiU 

QiiVimitfpn nv fnf* wiTimntr Hiivpr wjiq h winniTicr KiH 


See Claim 49 [f] supra. 






I J J. 1 lie IIICIIIUU. SJL K^lailll IJJ WliClClll UlC 

infriTmatinn tpppivpH frnm tlip cpllpr iHpnH"f\/incr tlip 

nil Wl lllAliViil i^^VlVCU iiUiil illC o^ild lUdliliyilJ^ lllC 

item to be auctioned includes at least one of an item 
title and an item description. 


oee v^iaim o j supru. 






136. The method of claim 135 wherein the item 
ucdLnpiiuii inciuucd an eiecLrunic image oi me iicm. 


See Claim 65 supra. 






137. The method of claim 133 wherein 
receiving information from a seller further 
comprises receiving information designating an 
iiciii buucaicguiy bcicLicu oy iiic ociicr iium among 

a li<it nf itpm QiiViPJitPcnripc 


See Claim 1 1 [c] supra. 






138. The method of claim 133 wherein the 
predetermined condition based on which the online 

auciiuii la iciiiuilaicu ctJliiUiloCa all UCCUllCXlCC KjL all 

aiirrion tprmitifltinTi Hmp 


See Claim 44 supra. 






139. The method of claim 133 wherein 
receiving information from a seller further 
LuiiipiibCb receiving a rcbcive price lor me iiem lo 

np niiptirtTif*/! 


See Claim IS supra. 






140. The method of claim 139 wherein the 
predetermined condition based on which the online 
auction is terminated comprises an occurrence of 
the reserve price being met. 


See Claim 1 8 supra. 






141. The method of claim 1 34 wherein 
notifying the winning buyer conqjrises sending the 
winmng buyer an e-mail message. 


Lindsey does not explicitly disclose the use of e-mail. 
Lindsey does disclose the desire to use improved data 
transmission methods and enhance the users ' experience. 
See Claim 1 1 [a] discussion supra. As a result, one of 
ordinary skill in the art would be motivated to include the e- 
mail notification disclosed in references such as Computer 
iviu^tcuiji y ums werrc mGun oy c-muii ... jjiaaers were 
notified as higher bids came in. "/ 






it^^. inc memoa oi ciaim ijj lunner 
con^rising notifying the seller of an outcome of the 
online auction. 


See Claim 1 34 supra. 






143. The method of claim 142 wherein 
notifying the seller comprises sending the seller an 
e-mail message. 


See Claim 141 supra. 
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Prior Art 


ifH. ixic inciiiuu oi Liaini iHj wnercui me 
Qpllpr iQ nntifipH nf* thp winriino hnvfr'*: iHpnHfv 


[Djuyers unwiiiuig lo pay me rirm urier price can noniy . . . 

nroHllPPTC of trip TtnpP tHpu lir#* \xrillinCT tn r»a\/ "fifM* q « 'ir+ir'n lot- 
pi UUULCIo yjL liic piiL'C ulcy die wnmig lu pay loi a panicuiar 

lot of cotton akeady offered for sale." (32:48-51) 

In addition, one skilled in the art would understand this 
iii^ciu^urii lu tifiiuii nuiijyin^ inxi bmix^r oj ine uuyer s icieniiiy 

thf> ^f>J1i>r w/itji/i imnuf tn wjh/im in p/iin itom 
jiy t/*c- jdicr VKtyuiK A./it/w ft/ yviixJiii lU ofiifJ I'/lt^ iit^ffi. 






145. The method of claim 133 wherein 
icvciviiig iiiiuiiiiaiiuii iiuiii Liic f>ciicr ui iiic iicm lO 
hp JiiipHnnpH fiirtlipr fmrmriQPQ rppptviticr inniit 

relating to an advertisement for the item. 


See Claim 82 supra. 






196. The method of claim 133 wherein the 

ic^civcu au^uxju odicuuiiii^ iiipui iClalCo lU all 
aiicfifin duration 


See Claim 148 supra. 






197. The method of claim 133 wherein the 
received auction scheduling input relates to one or 

nntn nf* j*ti anftion QtartiiiCT timp nnH an aiifHon 

u w Lii yji. all au\^u\jn olclllUlg lllllt aliVJ. all uU^llUll 

ending time. 


See Claim 148 supra. 






198. The method of claim 133 wherein the 
received auction scheduling input comprises an 

indirarinn tfiJit thp aurtinti i'q tn Vip ^tartpH 

iixuicaiiuii iiiciL uiv au^iiuii id oiailwU 

immediately. 


See Claim 150 supra. 






199. The method of claim 133 wherein the 
received auction scheduling input consists of an 

iiiuiV/ailuil Lliai llic auUllVJll lo IXJ (JC alallCU 

immefiifltplv 


See Claim 150 supra. 






200. The method of claim 133 wherein the 
received auction scheduling input comprises an 
iiiuiLaiiuii Ilia I liic aULilun lb li) oc uivoKeQ Dy me 

^pllpr Tnatiimllv 
D&ii&i iiiaiiuaiiy . 


See Claim 150 supra. 






20 1 . The method of claim 1 33 wherein the 

tpppivpH miP'Hrt'n con^riii lincr inT^nf" r*rtTYWMnc#»o an 
iC'V^C'ivcu aUdlUil adlCUUlillg lUUUl UUllipildCo all 

indication that thp anrtion is to Hp initiatpH af a 
utuivuixv^ii Ilia I Lilt au^iiuii la ivj iiiiiiaivu at a 

future time. 


See Claim 153 supra. 






910 Thp mpthofl of plaim 1^'^ wlipr*»iTi tlip 

^l\J. 1 lie lllClllUU \JL Clallll UJ WllClClll LllC 

predetermined condition is defined at least in part 
by the received auction scheduling input. 


oee v^iaim h-h supra. 






146. A comDuter-imDlcmented method of 
facilitating Internet-based electronic auctions, 
the method comprising: 


Spp Claim 1 1 Fal vunrn 

JL/C'C- x_/iaiiii X i. laj oi^L/ru. 


receiving information via the Internet from 
sellers of items to be auctioned, each seller 
providing 


See Claim 1 1 [b] supra. 


(i) information describing an item to be 


See Claim 1 1 [c] supra. 
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iiiipfiiinpH sinH HpciorifitinQ fin it'piTi oaff^onrv cinH 

MlIV.llUllV'U MlIU UCaiglKtllll^ all llClll CitlCgl/l J mIIU 

an item subcategory selected by the seller from a 
list of item categories and subcategories, and 




iiiuui 1 citftiiiig III aciicuuiiiig Mil auciiifii iui iiic 

item; 


\ /i>/p I iQim 1 1 rm ci/nf*/i 
iJcc v^ldllll 1 1 |_UJ JUyf U. 


storing at least a portion of the received 

inifkff'iTKif'inn in a Hci'fcihQGo ni inf rn'mat'irkn folo^'infr 
llliUI IllAllvll III a UalaUaaK Ul IIIIUI IllallUII ICImIIIIH 

to items to be auctioned; 


See Claim 43 [b] supra. 


displaying the list of item categories and 
subcategories via the Internet to a plurality of 
potential buyers, 


See Claim 1 1 [e] supra. 


each potential buyer being able to browse the 
item categories and subcategories selectively to 
search for a desired item offered for auction; and 


See Claim 80 supra. 


for each item to be auctioned: (i) mapping the 
received information stored in the database 
corresponding to the item into a presentation 
format that includes the identifying information 
diiu iiic iiciii Liticgury pruviucu uy inc iiciii a 
seller; (ii) displaying the presentation format to a 

nlnrfilifv Af hiivpfc* 

Ul Ul Mill V Ul MUYd3, 


See Claim 1 1 [e] supra. 


hflcpd fit Ip9ct in nfirt nf fhp rprpivpH ^iiirtinn 

scheduling input, conducting an online auction 
for the item 


kj^c v^iaiiii 1 1 111 oi*uf u. 


inpliiHincr rpppivino lilHc nn flip ifpm fmnri nnp nt* 

lUVlUUIllg ICVClVIIlg LI1U3 UIl IIIC llClil II UIII UIIC Ul 

mnrp nf thp nliiralitv nf hiivprc* sinri 


^o£> OlaiTYi 1 1 fcrl C»/r»»*/7 
OcTc v^iaiiii 1 i I^^J jliyf ii. 


(iv) terminating the online auction of the item 
based on a predetermined condition. 


See Claim 2 1 [b] supra. 






^tfz>. 1 lie iiiciiiuvi Ul cidiin iH-D wiicrcin uic 

l^W^lV^U dU^ilUll o^llCUUlIll^ illLIUl iwidl^o Wj all 

auction duration. 


oee v^iaim i*fo supra. 






203. The method of claim 146 wherein the 
rcccivcu due lion bciieauiing inpui reiaies lo one or 

UUUi UX all aiivllUll olallllig llillC allU all aUL'lltJlJl 

ending time. 


See Claim 148 supra. 






204. The method of claim 146 wherein the 
icccivcu auC'iiuii odicuuxing inpui cumpnseo an 

ltlHif*aHnn tliat tViP aiiPtinn ic fc\ Kf» ctart*>ri 
iiiuiwaiiuii iiiai iiiv/ auV/iiuii la lu Uv olailvU 

immediately. 


See Claim 1 50 supra. 






205. The method of claim 146 wherein the 
icccivcu dULilun bcncuuiing inpui consisis oi an 
indication that the auction is to be started 
immediately. 


See Claim 150 supra. 






206. The method of claim 146 wherein the 
received auction scheduling input comprises an 
indication that the auction is to be invoked by the 
seller manually. 


See Claim 150 supra. 
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207. The method of claim 146 wherein the 
received auction schedulinp inniit cntTinri<;ps an 
indication that the auction is to be initiated at a 
future time. 


See Claim 153 supra. 






1 1 TTip mptlmH nf claim 14fi wliprpin tfip 

predetermined condition is defined at least in part 
by the received auction scheduling input. 


Oc-c- v.'iaiiii *T*T iUfjr u. 






212. A computer-implemented method of 

lAVilllailllg JIIIICI lICl-U<t3vU MUk^llUlIa^ illC IIICIIIUU 

comprising: 


See Claim 1 1 [a] supra. 


receiving input from a seller of an item to be 

cuip^innpH ri^Pf^ivpH inniif' iripliiHino on 

dUdlUlivU) llIC I CLCIVCU 1E1|JUI llIL'lUUIIIg all 

identification of thp item to hp aiictinnpH sinrl 


See Claim 1 1 [b] supra. 


input relating to scheduling an auction for the 
item; and 


See Claim 1 1 [d] supra. 


llllllallllg All UlIllllC MtlLlIUlI lUl llIC llClll UmSCU al 

lp9ct in n9i*t on tlip sincfton crlipHiilino inniit' 

received from the seller. 


Occ v^iaim 1 1 |_IJ 6upra. 






213. The method of claim 212 wherein the 

received aiiction QcheHiilino innnt relatPQ tn an 

auction duration 


See Claim 148 supra. 






214. The method of claim 212 wherein the 
received auction scheduling input relates to one or 

nntn of an aiif tion ctnT+iTiCT Hm** anH on unr'tinn 
uuui \Ji all aUL/iiC^li olailiiig ill lie dllU all aUvliUli 

endinp time 


See Claim 148 supra. 






215. The method of claim 212 wherein the 
icucivcti aULiiuii dCiicuuijiig uipul cun^ribcb an 

indipafinn tViat tlip aiiptirtn ic tr\ V*#> ctart^H 
iiiui^aiiuii iiiai iiic auciiUXi i\J UC olallCU 

immediately. 


See Claim 150 supra. 






2 1 6. The method of claim 2 1 2 wherein the 
ict/civcu auLLiuii bLiicuuiing inpui consisis 01 an 

indication to He ctartpd imnnpdiatplv 
uiui^aiiuii oiaiicu iiiiiiicuiaidy. 


See Claim 150 supra. 






217. The method of claim 2 1 2 wherein die 
received auction scheduling input comprises an 
indication that the auction is to be invoked by the 
seller manually. 


See Claim 150 supra. 






218. The method of claim 2 1 2 wherein the 
received auction scheduling input comprises an 
indication that the auction is to be initiated at a 
future time. 


See Claim 153 supra. 



38 



CCTttflcate of Service 



I hereby certify, putsuatit to 37 CF,R. §§ l,510(b)(5) and 1.33(c), thiU on this 18th day of June, 
2004, 1 caused a tme and correct copy of the foregoing PROTEST UNDER 37 C,F,R, L291(a) to 
be served via overnight mail to the fdilowing: 



Fish & Rich<irdson> P.C. 
12390 El Camino Real 
San Diego, CA 92130 

MercExchange, LX.C. 
do Scott L. Robertson, Esq. 
Huntpo & Williams 
1900 RL Street, N.W, 
Washington, DC 20006 



John C. PhiUii^ Esq. 





n 




